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POLITICAL i 


after all an atyective phenomenon in the heaton of Chinese 
( ommunit tule As to how we can actually clasely these 


thet seniority (that 1s the order in they youned the 


lune struggle So let me try defining the princes party both 
hartowly and broadly The narroe definition 0 given above 


the broad definition 9 as follows The group of people ete 
are related by blood oF marrage to the CPCs founding 
father: and who now hold heh ranking postions in the 
party government of military on the mannland Thew 
+)” ~ materia 
to wemonty 


Rule the ( oontry’ 


of the longstanding ( hinew fotron of 
the family name and the CPs adion a a 

of sharing the “trusts of victory” among all 
that the older generation of prote 
' m to tran thew children 
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Mao Zedong wid ee mow “talk shout 
vear every month every day 
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its hase om Van an im the 198) 6 therefore 
CPC successively founded the Yanan Nurvery 
a high whaol affilated with Rewsting the Japa 
and Politeal lniwerwty and the Van an 
Natural Screnoes continuing whool OM the 
CP cadres and revolutronan manyn 
thes whrols at a young age and then followed 
they fought north and south on many fronts 
yorned the revolution directh Mow 
to the Soviet | mon to study) U pon then 
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echelon of the princes party 
by dozens of individuals including Bue || $80 
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Crovernment ) | lantu s cidewt won Ve Nuanping 
evened 1627), (wwe chawman of the CPPTT) Ve 
ag’s oldest won, hang Zemin general wcretary of the 
CRC Central Committee the party + leaderstep core). the 
adopted wn of Jiang Shangqing | WINK IF 2 W)) a martyr 
im the New Fourth Army Li Peng (262) 7720). (premmer) 
won of Zhou Enla: and Deng Yingchao (677) 

7396 6389) (and only won of Ls Shuonun [2821 4h) Bry 
a revolutionary martyr) Zou Jrahua (67°60) | 7 947K) (ence 
premier), the oldest won of Zou Tacten [6700 1290 1164) a 
martyr and Li Treying (262! 699) 2901) (etate cownciiior) 
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17 July 19°) POLTTMOAL i 
could trent e io & Reel when |! aul i Peas ( ultuval Revolution Hobe owl cullered the ftycvet No eooner 
fale was eed Up wHh Filles | ng ded they becothe fod guards at the Begeaning of the ( ult. ol 
years During the ( ultural B. ; nt stature Kevoluton than they were reduced to “sane of bitches 
of the wound a telon fell hoo , » tana alia bed by every one the vecteme of thew elder bed luct 
academu authorities eh pew , quit \) ome Pow thew eaceal status was even woree than that of 
“capialit roaders 6 pereer fT) , per a’ hiidren of landlords the Ach counter revolutionaries 
harshly attacked as the Fetch , lays wad coments, and nghien the of the communist 
of the ( wultura! Revidutuw ih . " rgial rv olutwon With i Niaoping tively repudiating 
with the worker peannis an! woe he hey Mao /edong the m wher during the ( ultural Revoly 
are wmilar to "he thond co tclon M ad by then on Became the politcal capital aad thew pretest for 
alread) eraduated from colle ano alc cadres yong @ life of luaury and a von committing all 
they had a vic ad) ih cette oven al } an » Vie manner of OF and thert pustifw ation fot onpeene in 
7 cadre whan oF vader do wt nike fem hoal profiteenng Because of ther drwllwwonment eith 
wevety. fe and even the CPC. more people from thu 


hers of the third echelon ihe « h hom tealh 
livenl at the feettom rung oo we , 
hardehige just ree the tor ot 


After ( heme hwepan reform and . J ; hy 
outeds @orld they cashed fet fryt he fe srvteut bey 4 atta 
of Weatern a lterralivva lea earttiical 
mamland weet) om the eat. -_. , i the 
commadity coomorms oot habe hee son the main 


land Nevertheless fee auw che) at 
had airead) taben fan oo heads in 
Western wdeas the off pont ') 

irusteorth, 


Another rrasor eh) momten : 
ability and dread drew s ; acl faye 
whanth wilinge evet tifier th : 


tt 0s true that most of thes 

the 1980's (On the other te 

vears of age @rth at leat » : e 
deparimen or bereaw oo Mal Ja ; 
leader can hardly he comedies | oe 
therefore thew peopl . 
1 PROERT years My fenton, ; ‘ be vt 
C wttural Revotutron tence - : ane 
ake Prrrtron at the corp & ; . 

for just 10 wears and Liao Mh ytat . nebetar 
officer at the regemen: level _ 

ow wethen wer mCP oe . " 
(Pwerwas ( homewe (Tho > , nigh , 
ere the caception rather than » w es ee 
eherr the. ate tewlay hy mhirg opt 
@ep Su Rongehenge 2 wr ‘s ned tt 
enits af the forefront of the oy ) and an 
Viectnam a6 wor a fe ereduaid | Militar 
Engncernng Academ: Sonos he worked 
hes ©) UP MCEMYE!) © ‘ latices? 
leader Geputy company ic» tr at hattalon 
commande: repmenial oom. , 
manor’ tefore Neco ne ip , te 
aflain depantimen: ai th Sead , Stal! 
Therefore moet of thew wom , eaten 
ater! the legitima a te , , - 
tewday 


Prom Red (cards to (he Third («me ret of the 
Repobin — 


Among the offspring ff wr oh 
heperacd to fe on clement a . seen 0 


erreratron went down the road of degeneration then ther 
counterparts from any other er heration 


it we conender  edeal to he a member of the ruling circle 
then ot con the generatron that suffered the most during the 
( yltural Revolution that we find the mow dandies play 
hove and odividuah eho have fo such deal or have gone 
aviray After ( bona ermharted on reform and opened iteelt to 
ithe outede world many people @e only a superficul 
phenomenon the pragmatem practiced by some mem 
hers of thes generation. but failed to analyze 1 as a gn of 
the Negenneng of the decline of the Chinese Communit 
epi from ite prab 


Nevertheless, (his generation aie gave ree to a how of 
odie eduals ded ated to a polvtcal career such aa lw Vuar 
49) 1294) Lew Shang 's on, Xi Jenping | 9045 660) 1627) 
\) 7honeun’s (9045 0112 0534) son Deng Vingtao. Deng 
legen 's son. Bo \iwong (964) 3996 157), Bo Nila (S61) 
S O171) and Bo Xvcheng (961! 1956 2052) Bo Vibos 
7) (ei 1 Ma) wore 


\ hook came out on the mamtand law year entitled 7h 
hord Greneranon of the Republx Written by Vang Fan 

"99 | S81) an elementary school clawmate of Bo Vicheng 
he hank refers to “the thord generation of the repubin a 
peop eho were attending college figh whan! of clemen 
any & hoot on 1966 efen the ( ultural Revolution brote owt 
In thes generation the author erties the relationship 
hetween the cheidren of cadres the children of mntetiertual 
and the cheidren of ordinary people has to a wobetar a! 
eatent become that hetecen nung po tram thinkers and 
entrepreneun Transateon The chudren of cadres ine) 
ams ate politnccam 


The author erties m the foreword. “! hawe pultihed a 
metho on the magazine ZHONGGUO OINGNTAN ICH 
NESE YO TH) eth another clawwmate The sutyect «as 
reachong the wame goal by different rowies  & porn raned 
h Bo Yecheng ft also the origin of the boot 


li thes clear that the bed eas actuall) eritien following 
a wugeestron by Bo Vicheng Judging from is contents « 
should fhe comudered the princes party 5 aee government 
platform = in effect’ t frankh acknowledges the phenom 
enon of the princes party taking over the reins of power? and 
pes its reader to acorpi it 


The “therd generation of the reputin that « the wre 
groep of preoptic ec hawe edentifhed a the ther echelon of 
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ihe primoes Party have bees legitimacy as successor than 
any of ther older wbtings The caplaine the impatience to 
work ther way rote the top echelon of power in the waning 
yearn of the older generation of proletanan revolutionar 
we) when the latter 1 atell able govern the country from 
behind the scenes beet they should miss the last opportunity 
offered to them by history On the other hand they also fee! 
the feed to come up with “the own stuff to boost thei 
voherenth weak clam to legitimacy 


ihe New Covermment Platform of the Third 

(rene ration — 

The “Ther Creneration of the Republic” sets forth a 1). 

pont few government platform.” the most important 

poets beng “enhancing the sense of governance” and 
spon eng the ability to rule Under no circumstance can 

ihe Chord generation continue to emphaure waa 


heteoen the proletanan ruling party and 
wea fm 


z* 
i 
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the ciplorting claw. while mnonng 
that a ruleng party oF a ruler must master 
them lock stock, and barrel as the ‘satecrafi of the 


exclude intetiectuals and directly rely on the masses On the 
coptrarny only screntific cule can formulate policies that 
truly represent the people +s interests | 


(Wher than those mentioned ahowe there « one most 
ewential destenction among the three echelons of th: 
prmoes party namely that members of the third echelon 
have abwortied the most Western bourgeon stuff (other 
than «rence and technology) In other words what thew 
People want most nto cstabiwh on the mainland a polit <a! 
evetem emelar to what canted mm Tarean im the 1950's and 
190s samely coonomea vitalizaton and political dicta 
torvtup. of to pul @ more precisely. g@ve intellectuals and 
ordinary people on the mainland as much freedom as they 
had tefore 1949 


) alwy must he admitted that at least some member of the 
therd echelon such as Liew Yuan ¥) Jinping, Deng Yingtac 
and Bo Vecheng ded share weal and wor with thos laboring 
people at the hottom rung of mainland society for a comud. 
craic pened of teme It 1s through such capenence that they 
learned the truth that grving the man im the street more 
practical henefits « ewsential to the long-term stability of the 
repme Thee sone of cunning the country 6 tinged with a 
touch of comscvence a dewre to wave the masers from the 
ahve of meer erth ther own benevolent rule 
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The first echelon of the princes party © superior to the 
generation. at leas! i would not fotum to the 
eh ee Bh tabing clave otruggte as the key 
ak” Still, for one thong they are not going to depart too 
Much from the policies and lines of thew father As rulers. 
they are motivated more by a dewre to preserve the regume 
than by the long-term interests of the nation and the well: 
= of the people Secondly as noted above. most of them 
nothing more than transitional figures in the CPC's 
‘auqunenatian succeMHOn process because of thei age 


The Third Echelon May Repodiate Socialiom 


Members of the third echelon are the most likely to totally 
reyect socvaliem after ther old men are completely land to 
rest thereby becoming the most colehtcoed leader ever in 
the CPC regime assuming that the regime continues to 
survive The course of history ail! take either one of two 
routes with two differcat outcomes Inthe fiat wenano. the 
Chinese Communit regime raped!) drontegrates after the 
Deng Xiaoping cra draws to a love and marnland China is 
thrown into chaos fora lengthy peood of time In the second 
scenario. a group of people led by member of the princes 
party take advantage of » dewre for ctabulity and fear of 
disorder on the part of the intelicctuals and the mawes and 
manage to continue one-party communrnt rule effectively 
for a while effectivels because they continue to make use of 
the cxrsting autocracy machinery and cven more umportant 
the: follow the “new government platform whech well at 
hong last allow the Chinese people to we a may of hope and 
give them a littl: more benefits 


As for members of the woond echelon they may be chim 
nated over time hecaue of age oF ideology Some oil be 
cased out as a result of ther conservatiwe thenkeng Others 
@ill merge with the third echelon From the perspective. i 1s 
not altogether scrventific for us to divide the princes party into 
three echelons by age and caperence Chen Yuan. for 
matance emtered college m 1965S aed monly | wear older than 
the oldest member of the third echelon Also mow of the 
peaple who are now gathered under hi wing belong to the 
third echelon having reached thy aime goal by different 
rowtes 


As for as @e know almost all thow mdiendualh who de 
cussed with Chen Yuan (fine) Realm Reqponw and 
Wraieen Chon on the Wake of Radea! Chaner In the 
Sout ton and took part om is drafting belong to the 
w-called “third generation of the reput 


Voung ( adres Waste of Free Time Viewed 


ON MOlURR Benne JHONGGOLO RENC UICHINAS 
PERSONNEL) on Chimew No 4 ton ep aes 
{Article by Xen Manping (65%) O58) Y Reawns Why 


Young ( adres Waste Thew Free Tim 


{Text} As ee all know ee are leone mm oan age of an 
information caplowon No longer can «hooting atrefy the 
urgent need of a perwn all-around development of hes 
demand for updating information The proper utrhivation af 
one’s free tome heedes the & hoor at @ort has become an 
wmportiant contributing factor to the ceccem of one 6 career 
Acutely aware of the fact man. ooune go crement cadres 
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have been using thei spare time to ther 
whedule of work. study and living and have made leisure 
time a continuation of schooling thereby turning them. 
selves into useful member of society However, many other 
young cadres have failed to use ther free time 
— y-+—)- weveral worrisome trends in 
the way people spend then spare time 


1 The mahjongg phenomenon Some young cadres have 
become addicted to and chess They play 
Mahjongg of chess all night and never tire of 1. A few 
have even gotten into the habit of gambling These 
re Se PS es Secs which senously affects 
then work wncy 


2 The good spouse syndrome Many government cadres are 
content to he a good spouse and revolve thei lives around the 
family All day long they are preaccupred with mundane 
daily necewities fashion home furnishings and electronic 
They make ther family the main theme of their lives 
relegating work and study to mere ‘decorative notes © 


\ They are more interested in whiling away their spare ime 
and lew interested in bettering themselves In their over. 
emphasis on the lewurely aspect of the free time. they 
refuse to have anything to do with work or study in their 
spare time = insicad 4 tate of total relaxation 
Judging from the pattern of cultural consumption by young 
cadres. we can we that many of them are particularly 
attracted to fiction television and films of a lowly character 
and limited artistw value and have not denved any spiritual 
fourrshment that i morally uplifting from a walled 
relaxed after hours cultural life Spritual and cultural fare 
of a higher quality that ell enhance ther sdeologycal and 
cultural accompliehments « completely nore 


Free tome accounts for two-thirds of the work. study and 
other waking hour of a young emploved perion Bewdes 


young goverment 
According to a study by the relevant department voung 
goven.ment cadres are pad lew than wmularty 
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POLITICAL 


been effectively institutionalized of given statulory guaran: 
tees Semonty and other unjust phenomena in the 
selection of cadres have not been eliminated This has robbed 
some young cadres of thei confidence 


> Ineffectual organizational guidance and leadership The 
epee cnt Nenana OS Brae eee 


of young cadres in government organs 1s less effective than 
that of their counterparts in enterprises and institutions 
Many units seldom re activities that will help elevate 
the profewonal or improve the ideological and 
cultural caliber of thew young cadres. such as lectures on 
political theory cultural: screntific and vocational knowl. 


: 
? 


edge study groups and sports events In these 
hours cultural life is monotonous and dull and 
ment 


1 The absence of a sense of profewonaliam 
cadres have only a hazy notion of the screntific 
of office work To them. office work 
transcribing and receiving and despaiching All 
do 1 act m accordance eth estabiished 
follow the rules. there « nothing to ut They think they 
handle ther yobs with what limited knowledge they learned in 
«hoo! Naturally they do not bother to study in thei free 
time 


4 The media have been sending out the 
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” which has a 











NATIONAL AFFAIRS, POLICY 


Distribution of State baterprise lacome 
HA 00611S 9) Beguine JING YVANIIU in Chinese 
No 4 00 Mar 92 pp 41-49 


Article by He Pong (0149 1627) and Nie Minggun (5119 
24947165) of the Bureau of Wages of the Ministry of Labor 
“Distribution of the Income of fate Enterprises”. edited by 
Ye Dy (0671 2769), dated December 1991) 


[Text] State enterprises are the pillars of the socialist 
economy and the rcome of state enterprises constitutes an 
important component of national income The distribution 
of the rncome of state enterprises 1s the primary dictnbution 
of natronal mncome How the interests of the state, enter. 


stabilize slate revenue invigorate enterprises 
enthusiasm of staffs and workers for labor, but 1s of decisive 
importance and significance to the further deepening of 
reform the healthy development of the national economy 
and the consoldation of the socialist system 


Lately differences have occurred in the way people under. 

stand the distribution of the imcome of enterprises. and 

grossly contradictory measures have been proposed For 

instance many factory directors (managers) are of the view 
vy 
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purpose of realizing the functions of the government 
(including the central and local governments) Readjust- 
ment or changes of government functions (mainly referring 
to its three mayor functions, that is, to represent the equity 
of slate enterprises, carry out macroeconomic regulation 
and control, and manage the affairs of the state) in different 
historical stages require corresponding changes in the 
system of fiscal expenditure In other words. there should be 
unity between the administrative and financial powers of 
the state, and this is the theoretical starting point for 
determining the share of the state in the distribution of 
enterprise income As the autonomy of enterprises in pro- 


financial power of enterprises also increased proportion. 
ately The delegation of administrative power to the lower 
levels also required corresponding readjusiments in revenue 
and capenditure Thus, the reduction in the share of the 
State in the disinbution of enterprise income and the 
increase in the proportion of profits retained by enterprises 
at this stage was just an objective reflection of economic 
development In essence this change embodied the unity of 
th: responsibilities. nghts. and interests of various interest 
entities, and did not reflect the transfer of real income 


2 The aim of the reform of state enterprises 1s to turn state 
enterprises into commodity producers and operators who 
carry out independent economic accounting make their 
own decisions. assume sole responsibility for profits and 
and have the ability to develop and contro! them. 
selves. In accordance with the principle of the separation of 
ownership and management. enterprises have the respons: 
bility and obligation to make use of then management 
power to valonze sate assets increase cconomin returns. 
and contribute taxes. charges. and funds to the state Also. 
under the guidance of the state. they have the power to make 
arrangements for production. organize sales. make invest. 
ments with their own funds. and decide the: own wage form 
and method of bonus distribution The interests of enter. 
maialy find capression in the fot to dispos of 
funds retained for their own use after turning 


i 


over to the state a prescribed proportion of then realized 
profits Following the replacement of state allocations by 
loans. the state permits enterprises to repay hank loans with 


by investment prot to tax payment ft 1s 
by ther nature whose income before tar 
to In terms of ther influence on 
the state's share 1s reduced while enterprises 
Because it means that the state 1s allowing 
enterprises to retam a larger proportion of profits they 
should be considered enterprie income However because 


trons among the interests of the three we may as an interim 
measure assume productive funds at the disposal of enter 
prises. including profits retamned for special proyects profits 
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retained after tax (eacluding amounts drawn for bonus and 
welfare funds) and before-tax loan repayments, to be enter: 
prise in ome 


} Staffs and workers of enterprises have a double identity 
As a factor input. their labor is the most active of all 
productive factors As reciprents in the distribution of 
proceeds from production, they are the ultimate interest 
entities On this basis. their income should comomrise normal 
compensation for labor consumed, plus a reasonable share 
of the net income of their enterprise. The wages of state 
enterprises should embody the socialist principle of to each 
according to his work. Theoretically, this principle is 
beyond doubt, but in practice it 1s often ignored. The 
“comprehensive welfare policy of low wages and excessive 
subsidies” and its related system of “everybody cating from 
the same big pot.” as well as the unfair distribution of 
income IN society. are two mayor problems in the sphere of 
distribution At present, there 1s an urgent need to bring into 
better balance the system of distribution of personal 
income. intensify wage reform in state enterprises, and 
implement the principle of to cach according to work in 
order to arouse the enthusiasm of staffs and workers in their 
hundreds of millions 


4 The state. enterprises. and staffs and workers are rela- 
tively independent interests entities in disinbution They 
are interrelated and inseparable entities Their interests are 
at once opposite and identical Under dynamic conditions 
of a given total income, there are contradictions of relative 
growth and decline in the structure of these three interests 
entities Insofar as thei essence 1s concerned, these contra- 
dictions are contradictions between the long-term and short- 
term interests of the masses This 1s a logical inference on 
the theoretical level. and the problems this poses in practice 
are much more complicated and profound Take for 
imstance the contradiction between the efforts made by 
enterprises and their staffs and workers to maximize their 
benefits and “the jornt possession of property in a collective 
form © After the wages of staffs and workers were tied to the 
economic performance of their enterprise. some enterprises 
treed to seek illegitimate income by reducing depreciation 
charges. raring prices, and falsely reporting increases in 
gains However their efforts not only encroached upon state 
assets but deprived other enterprises of their nghtful gains 
The discharge of government functions depends on two 
factors. namely correct decisions in identifying the targets 
and devotion on the part of government functionanes If the 
government makes mistakes in its policy decisions. the 
interests of the state and tne people will be jeopardized If 
the distribution system for government functionanes 
cannot reflect the principle of to cach according to work. 
and if cgalitanan tendencies based on a low wage level are 
not quickly put mght ‘he personal goals of government 
functronanes wil! take other forms such as expanding the 
organizational structure seeking promotion to a higher 
position and abusing one s power to engage in feasting. 
grabtung. blocking requests and secking gains In work they 
tend to contend for power shift responsibility to others. or 
wrangic over tnfles The proper handling of the interests of 
the state enterprises. and staffs and workers 1s. in theory as 
well as in practice a question that demands careful study In 
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particular, 1 demands that we gradually bring their relations 
into better balance by economic means im the course of 
economic operation If we merely rely on moral codes or 
administrative means, the effects will be very limited 


Il. Channels and Quantification of Income of Different 
Interest Entities 


The direction of flow in the distribution of net enterprise 
income in the finances of enterprises mainly finds expres. 
sion in taxes, profits (including profits turned over. profits 
retained by enterprises. before-tax loan repayments and 
profits retained by enterprise for single projects), wages. 
insurance and welfare payments to staffs and workers. and 
other items. Take state industna!l enterprises for cxample 
(see below), net income totaled 259 16 billion yuan in 1989 


The state financial administration levies Laxes on net enter. 
prise income through the following four channels First 
circulation taxes levied on sales proceeds. five types in all 
totaling 93.65 billion yuan. accounting for $4 2 percent of 
the realized profits and taxes of enterprises. or 7! § percent 
of state revenue Second. taxes levied on enterprise capital 
six types in all, totaling 3.4 billlon yuan accounting for 2 
percent of the realized profits and taxes of enterprises. or ) 6 
percent of state revenue Third. contractual profits levied on 
the realized profits of enterprises (including income tas and 
regulatory tax), totaling 25 93 billion yuan. accounting for 
15.6 percent of realized profits and taxes. or 19 ® percent of 
state revenue Fourth. funds. taxes. and charges levied on 
the after-tax profits retained by enterprises. mainly in the 
form of funds for energy and transport projects and funds 
for budgetary regulation, totaling 79! dillon yuan 
accounting for 4.6 percent of realized profits and taxes or 6 
percent of state revenue Total taxes from the above four 
channels totaled 130.89 billion yuan. accounting for §! 
percent of net enterprise income. or 75 7 percent of the 
realized profits and taxes of enterprises 


The share obtained by enterprises in income distribution 
comprises the following five main components Funds for 
the development of production totaling 14.63 billion yuan 
funds for the tnal manufacture of new products. totaling 
3.01 bilhon yuan. and reserve funds. totaling | 33 bilhon 
yuan. all of which are drawn on profits retained by enter 
prises. Profits retained for single projects. totaling 840 
million yuan. and before-tax loan repayments totaling 
17.93 bilhon yuan. both of which are drawn on realized 
profits. These total 37 74 billion yuan. accounting for |4 
percent of the net income of enterprises. 2! & percent of 
realized profits and taxes. or $$ 6 percent of realized profits 


The share obtained by staff and workers in mmcome distr 
bution mainly compnses wages and insurance payments 
Under the existing financial accounting system of enter 
prises. channels for the wage income of staffs and workers 
are both cxcessive and complicated But still there arc two 
main channels First, wages allowed in cost (including 
standard wages. allowances. and subsidies) totaling 6) 74 
billion yuan, or 7 7 percent of the total cost of enterprises 
(with very little vanation during the past | > years) Second 
bonus funds drawn on profits retained by enterprises after 
tax, totaling 4.23 tilhon yuan The total wage moome of 
staffs and workers amounts to 67 bilhon yuan accounting 
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for 26 percent of the net income of enterprises. There are 
three main channels for drawing insurance and welfare 
payments for staffs and workers First. welfare benefits 
drawn on cost according to a given percentage of wages 
(usually |!) percent), totaling 5.19 bilhon yuan. Second, 
welfare funds drawn on profits retained by enterprises. 
totaling 4.75 billion yuan 


Third, insurance payments (mainly to cover the living 
expenses of retired personnel) allowed in nonoperating 
expenses, totaling 13.6 bilhon yuan. The total 1s 
24:53 bilhon yuan, accounting for about 9 percent of the net 
income of enterprises 


The ratio of the shares of the state, enterprises, and staffs 
and workers in the distribution of net enterprise income 1s 
5! 14.35 (Footnote |) (The above figures are taken from the 


1989 financial statement of enterprises published by the 
Ministry of Finance ) 


a brane Aoteet 6 & Seay 6 & pam of 


During the 12 years from 1978 and 1989. the structure of 
the income of the state. enterprises and staffs and workers 
and their interrelations unoerwent the following changes 


| The composition of state revenue switched from profit. 
based to tax-hased 


In !4 >. the state received from state industrial enterprises 
70 $9 bilhon yuan in profits and taxes turned over Of these. 
circulation taxes totaled 26 58 bilhon yuan. accounting for 
47 7 percent. profits turned over totaled 44 ()! billion yuan. 
accounting for 62 3 percent After the second step of the 
replacement of profit delivery by taxes. the state financial 
administration gradually introduced several new kinds of 
taxex and raned the tax rate on a number of circulation 
taxes Part of the profits of thus turned into tax 
payments By 1989 of the |22 98 billion yuan received by 
the state in profits and tase circulation taxes accounted for 
79 percent while profits turned over only accounted for 2! 
percent The proportion of tax payment increased by 4) | 
percentage pornts The details are shown in Table | 


Al present. the trend of replacing profit delivery by taxes 1s 
still developing Thrs cannot be separated from the policy of 
ensuring the steady growth of staic revenue by introducing 
new categories of taxes and the tax rate During the 
Seventh Five-Year Plan income taxes accounted for 
9) 4 percent of total state revenue | 5 § percentage pornts 
up on the Suxth Five-Year Plan The system of heavy 
taxation with multiple categones of taxes and high tax rates 
has no dou brought heavy burdens to hear on enterprises 
In 1990 industnal production declined. with the swale of 
losses sustained by enterprises reaching 34 percent 
Together with enterprises with meager profits. they made up 
more than half the tota! number of enterprises ( ommercial 
enterprises suffered losses across the board In spite of this 
state revenue still increased by 10 percent This phenom. 
enon where the tree « dying but the branches are still 
thriving 1s extremely unnatural 


) Among the funds at the disposal of enterprises. the 
Proportion of before tas loan repayments increased 
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Funds at the disposal of enterprises totaled 2 2! billion yuan 
in 1978 and reached 17 74 billion yuan by 1989, growing at 
an average rate of 26.7 percent a year This 1 nota 
growth rate However, the proportion of before-tax loan 
repayments tended to increase, growing from 48 5 percent 
in 1985 to 47.5 percent in 1989 Due to the shortage of 
funds on hand, nor and more enterprises are relying on 
bank loans to sustain and enlarge the scale of production 
Loans outstanding totaled 35.2! billion yuan in 1984, but 
soared to 113.72 billhon yuan by 1989 increasing at an 
average rate uf 43.4 percent a year {n the neat few years, 
enterprises will be faced with increasing burdens from loan 
and interest payments 


3. In the composition of staff and worker income. the 
proportion of non-wage income and hidden subsidies grad- 
ually increased 


Al present. the composition of staff and worker income 
(including wages and al! kinds of open subsidies but 
excluding hidden subsidies and welfare benefits) 1s 
becoming more and more diversified Total wages under 
state control are seen to be steadily growing Particularly 
worth mentioning \s that the proportion, of standard wages 
which are subject to strict control, in the total wages of staff 
and workers 1s steadily on the decline. dropping from 85 7 
percent in 1978 to $4.8 percent im 1989 


On the other hand bonuses allowances and subsidies 
showed rapid growth. increasing by | tomes over |) years 
of an average yearly rate of 26 percent. nearly | 5 tomes 
higher than the 10.7 percent growth in staff and worker 
standard wages The nonwage income of staff and workers 
increased at an even faster rate soaring at an average rate of 
%) percent a year from 20.8 billion yuan mm 1985 to 77 3 
bilhon yuan in 1990 Total nonwage income amounted to 
26.2 percent of the total wages of staffs and workers In 
addition to money income staffs and workers also ind: 
rectly received from their units or the state welfare benefits 
and hidden subsidies amounting to an estimated &9 2 bil. 
hon yuan. equivalent to 47 § percent of ther total wages (see 
Diagram |) 


The general trend of development in the distribution of 
personal income in ( hina in recent years 1s as follows In the 
Structure of the total wages of staffs and workers increases 
m bonuses and allowances cuceeded increases in standard 
wages In the cash income of staff and workers. increases in 
non-wage income ciceeded increases in wages In the total 
real income of staffs and workers increases in income in the 
form of welfare benefits caceeded increases in money 
moume In the income of urhan residents increases in the 
moome of the sifemploved caceeded increases on the 
mcome of staffs and workers 


4 The proportion of distribution amore the state enter 
prises. and staffs and workers also changed 


The proportion among the state enterprises and staffs and 
workers in the distribution of net enterprise income was 
78220 m 197H. but changed to $1 14 65 im 1989. wath 
enterprises gaining a |) percentage pomnt increase and 5 affs 
and workers garning a |) percentage porn! increase (with 
wages up by 9 percentage pornts and labor insurance and 
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wellare benefits up by 6 percentage points) in their respec 
tive shares, while the state's share was slashed by 27 
percentage pornts (see Table 2) 


There are no clear lines of demarcation among the three 
interests entities of the state, enterprises, and staffs and 
workers, and their interests often overlap This adds to the 
difficulty of quantifying and analyzing changes in their pro- 
portional relationship However, the trend of a 
declining state share (dropping to a low of 90 percent in | 988 
and picking up in 1989) vis-a-vis a growing share for staffs 
and workers and enterprises (rising to a high of |) percent in 
1988 and showing a downturn in 1989) 1s quite obvious 


Vv. Factors in the 

Proportional Retaticaship Kinvag tae Three 

The basic reason for in the respective shares of the 
Site enterprises, and and workers in the net income of 
enterprises «6 the readjustment of the policy of income 
disinbution following the reform of the eounomic system 
The correspondiny, readjustment of the responsibilities and 
powers of the three reflects the correspondence between the 
responsibility mghts. and interests of varnous interest entities 


| Despite getting a larger share of the income. enterprises 
still feel overburdened mainly for the following reasons 


(1) Instead of getting appropnations from the state. enter. 
prises now have to rane their own funds for investment in 
fixed assets ip (989. state appropnations only accounted for 
134 percent of total investment in fixed assets in the statc 
sector ‘a con-uderable part of which was nonproductive 
investment), 286 percentage ports less than in | 980 
Because of thes. enterprises had to invest over $0 billion yuan. 
or 19 percent of thei net income, in fixed asset themselves 
This «6 an outcome of the reform of the state investment 
system and reflects changes in the form of fund operation 


(2) Instead of using state funds without compensation. enter. 
prises now have to pay for the use of bank loans The switch 
from appropriation to loans in providing funding for invest. 
ment in fixed assets and the introduction of “full loans for 
crculating funds.” | ah of which were armed at increasing 
the fund utshzation efficiency of enterprises. turned pan of 
enterprise imcome into interest payable to banks. while the 
bulk of the profits of banks were still turned over to the state 
financial administration (profits totaled 40 bil..on yuan in 
1990. and 27 bilhon yuan were turned over to the state) This 
chunk of financial imcome was capended as cost in the 
finan es of enterprises and was not reflected in the income 
share of the state In 1989. industnal enterprises paid nearly 
W) bilhon yuan om interest, nearly 11.5 percent of their net 
income The phenomenon of interest payment cating into the 
profits of enterprises 1s likely to spread in the next few years 


(3) The pard use of new technologies by enterprises has 
resulted in the transfer of part of enterpnse income to 
screntific research institutions In 1989 enterprises spent 
nearly 10 bilhon yuan on technologycal transfers. the devel- 


opment of new technologies. and so on 


(4) In ots efforts to readjust the “price scissors” between 
industnal and agricultural products. the state has substan. 
tially ransed the procurement price of agncultural products 
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(135 percent over |2 years) This has resulted in meng cost 
for enterprises (including material cost and labor cost) 


($) Indiserminate demands made by government depan 
ments and organizations at all levels and by various quarters 
have increased the burdens of enterprises and resulted in a 
drain of their income Estimates based on a survey of typical 
cases show that these totaled some | billion yan in 1990 
amounting to |) percent of the realized profits of enterprises 


2? There are three main reasons for the increase in the share 
of staff. and worker income 


(1) “Repaying outstand.ng debts to staff and workers For 26 
years after the founding of the People's Republi China 
implemented a policy of “high accumulation. low consump 
tion,” with little change in the distribution of the natonal 
income Investment in fixed assets grew al an average rate of 
11.1 percent a year The wages of staffs and workers were in 
a frozen state for years. with annual increase averaging 0 1) 
percent. During this tome. there were |4 years when wages 
actually registered drops This distribution policy and pattern 
not only led to protracted imbalance in the production 
structure. bul senously dampened the enthusiasm of the vast 
numbers of staffs and workers They failed to bring about 
prosperity in society After the Third Plenary Sesion of the 
Lith CPC Central Commuttec. the first thing on the agenda in 
the realm of distribution was to repay debts outstanding by 
reducing cxcessive accumulation suitably ransung wages and 
increasing consumption In 1978 1979 and the year: from 
1981 and 1983. the state successively readjusted stall ard 
worker wages across the board. by groups or by stages These 
readjustments were all in the nature of “debt repayment and 
were armed at resolving the problem of low wages During 
th: penod. the readjustment of the distribution policy 
‘ncreased the proportion of staff and worker wages in enter 
pnise income by five percentage pornts 


(2) Staffs and workers were given wage increases to subsidize 
price rises Four-fifths of the wage increases for staffs and 
workers went to subsidize price nses During this | 2-year 
penod. the average annual wage for staffs and member 
mcreased by 1.320 yuan from 6/5 vuan to 1945 yuan 
However during the same period. the cost of living index 
increased by more than two times After allowing for this 
factor. the real wages of staffs and workers should be 88. 
yuan. This means that during these |) years the real wage 
moome of staff and workers only increased by 267 yuan 


(3) The proportion of wages in cost has been quite stable 
According to data on the financial statistics of industrial 
enterprises reicased by the Ministry of Finance labor cost 
(wages and welfare payments to staff and workers) in the total 
cost of enterprises basically remained at around ® | percent 
between the years 19RS and 1vRY In the meantime the 
proportion of the total wages of walls and workers im the 
national income remained at around |9 percent during this 
12-year penod This showed that increases in staff and 
worker wages had been moderatc The proportion of viaft and 
worker wages in the net income of enterprises registered a 
bigger increase primarily because of changes in Comparable 
items. If part of enterprise income is transferred cleewhere oF 
lost. the total income against which wages are compared w)!! 
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be reduced This will produce a spurious increase in the 
on of staff and worker income 


V. Assessment of ( in Relations the 
n changes Among 


Al present, a major problem is the tendency to favor some 
people in the distribution of social income Residents’ 
income has registered substantial increases and 
at the same time in 1989 alone. there was a net 
of 185 billion yuan. That year, the tota wages of staffs 
workers only increased by 0) billion Even if the entire 
was carned forward. it amounted to no more than 
WA, St. ius. The following sources are reck- 
to be the main for increased cash in the hands 
residents. First, the net income of peasants was up by 60 
During the |2-year period. the monetary 
rural residents increased by an average of approx- 
22 percent a year, about cighi percentage points 
the increase in national income Second, income 
assets. interest and the like amounted to 60 
_ Third, income from secondary occupation and 
amounted to 40 billion yuan Fourth, the 
of private entrepreneurs and the self-employed 
to over 14 billion yuan By comparison, the 
of staff and worker wages that reflects the 
princi fo cach according to his work 1s on the decline 

is extremely unfavorable to our efforts to stabilize the 
ranks of staffs and workers of state enterprises and arouse 
their enthusiasm, and has drawn considerable attention 
However, this does not mean that state enterprises should 
also give excessive preference to individuals in distrbution 


On the question of the distrbution of enterprise income. 
there are divergent views on wi.at constitutes a) appropnate 
share for the state. enterprises. or staffs and workers and on 
how to assess the readjustments and changes in the relations 
between the three because a unified yardstick 1s lacking From 
different standpoints. we are likely to see things di tly 
up with different conclusions Since 1979. there 
readjustments and changes in relations among the 
Seen as a whole these readjustments 


Ce 


il 


(lit 
i 
: 


i 
| 
i 


| 


back to that level Changes in distribution 
have produced successes in at least three 
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strength increased and the economy boomed 
Gneme & Oo Gietbanias ateiem enum Os me oan 
the orginal intention as well as the end-result of reform They 
were the concrete embodiment of 1 policies adopted by the 
party and government in this historical penod to enliven the 
economy, invigorate enterprises. and bring prospenty to the 
nation and the people The anticipated results were achieved 
This pernod saw rapid growth and cxuberont vitality in our 
economy, with total industnal output value increasing by 
2.8 percent. national income increasing by 9 percent. and 
State revenue increasing by 87 percent annually |! was a 
most brilliant page in the 40-year history of New China 
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2 A swumber of enterprises were invigorated Following 
improvements in the relations between the state, enterprises, 
and staffs and workers in terms of responsibility, mghts and 
interests, slate enterprises underwent changes in al least three 
ways. First, changes in the enterprise concept. The concepts 
of market, competition, cost, efficiency, quality, service, and 
manpower were gradually strengthened in the course of 
enterprise management. Second, changes in enterprise oper- 
ational mechanisms. The director (manager) responsibility 
system, contracted managerial responsibility system, internal 
management responsibility system, the system of wage distn- 
bution within enterprises and other reform measures were 
assimilated by enterprises. On the question of income distr. 
bution, in particular, steps were taken to put to an end the 
practice of “eating from the same big pot’ which prevailed in 
the relations of enterprises to the state Third, changes in 
basic management work Enterprises began to adopt modern. 
ized methods and means of management Various basic tasks. 
including standardization. measurement. fixing of quotas, 
rules and regulations. education. training. information. and 
development of work groups or teams. were gradually 
restored and strengthened during those | 2 years 


lt should be noted that conditions are uneven between 
enterprises. While large enterprises like the Shoudu Iron and 
Steel Company. Baoshan Iron and Stee! Company. Wuhan 
Iron and Stee! Company and the Shangha: No) Teatile 
Machinery Plant developed rapidly quite a large number of 
enterprises were in dire straits A comparison between two 
recent surveys on the Shoudu Iron and Stee! Company and 
the Shangha: Metallurgica! Bureau w)!! tell us the reason for 
this phenomenon The two units had basically the same 
conditions before 1978 They were on the same startong line 
then, but showed great disparity after |. years 


During those |2 years. the realized profits of the Shoudu 
Iron and Steel Company increased at an average of 177 
percent a year. profits turned over increased at an average of 
7.7 percent a year. while profits and taxes turned over 
increased at an average of 10 4 percent a year On the part of 
the Shangha: Metallurgical Bureau these three indices 
decreased at an annual rate of 106 percent. 13.8 percent 
and 0.9 percent respectively There arc many reasons for 
this disparity (for example. the timely readjustment of the 
product mix, a capable leadership group. strict basi man- 
agement systems, and the readjustment of the pnce of raw 
and semifinished matenals) but a basi and universally 
acknowledged reason is that in handling distnbution rela- 
tions between the state and the enterprise. the Shoudu Iron 
and Steel Company “let in water to breed fish” while the 
Shanghai Metallurgical Bureau drained the pond to get all 
the fish.” The following data can serve as proof 


During this | 2-year period the share turned over to the state 
by the Shoudu Iron and Stee! Company dropped by 
percentage points, but the absolute amount turned over 
increased steadily from 370 million yuan to | 2! bilhon yuan 
Although the share turned over by the Shangha: Metallurgical 
Bureau remained at 70 percent in 1990. the absolute amount 
turned over declined from year to year In 1978. the amount 
turned over was three times that turned over by Shoudu. but 
in 1990, it was 180 million yuan less This shows that 
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coming from different authorities and responebility and 1 Direct bac orm 
power are not clearly defined in wage divinibution The i Wag ne 
een at yap meres gy red 1) Standend «age totalng 164 4 bilhon yuan, 
ument No 25 by the Sate Council in 1988 must be ot 14 percent of total 
resolutely implemented, and there must be a ‘cage or i) Allowance: end suleedes. totaling 60.5 bil 
lent for mereases in the total wages of individual regions hon van of 166 percent of total 
it) Boon, tolelme SO) felon yuan. of 104 
Enterprises must overcome egaiitananim in then wapr percent of total 
system and closely combine the labor contributions of stafl: : ana neat » - 
worker eth wages i) Tec wrtt lw form of Wil oeuranoe 
a om welfare bene hts totaling 14 2 bilhon yuan, or 
4 In the tackling of swelling consumer demand specia) +8 percent of totm 
altention must be paid to rewdents nonwage mone Hi) Income from secondary employment, 
moome The following are two mayor approaches a) ailabic totaling 4) | bihon yuan. or 8.) percent of 
loial 
First. guide money income in the hands of residents (total 11) Income from pervonal assets, totaling 19 Gi- 
ing 1.051 8 billion yuan, of which 703.4 billion yuan are in — y wa an. or } 9 percent of total 
personal savings, 276.2 yuan are in cath while 7) | _ i of ectiee tanaiie nate 
bilhon yuan are in bonds) toward productive invesimen: at de cater, end Guseerian. Gam fale. 
and encourage individuals to buy shares and production medical eervices. conusal ond caceuatianss Gale 
bonds of invest in housing construction tees. tovtalinyg ’ S tofhon saan oF 46 percent of 
tota 
Se > State cotecdees for (1) rae and off, (2) meat. 
honwage mcome of rewdent: mainly refers sand sceriames ()) water electreny and coal. 
punfication of the channels for sersonal income repule tine 1a) housing. and (5) others, totaling 09.2 billion 
tie FF, UAE — yuan y 1% 4 wercent of total 
imoome increasing regulatory on ’ ’ 
moome = — Seerce (9) Vetotn a leer’ of Laher Ham 
lehed by the State Statetecal Bereae. as well as dete 
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vetion ty overall demand er pralwced « surplus fiver 
tory from 1989 to 199) of at leat a little more than | 70 
billion yuan The inadequate domestn final demand and 
CORT GON OV ert bing of cofiient ties made 1 cfngureestite 
to wee @ later amowel of fonmgen cachange caper caring 


a Ce etchange reverves of 
over $20 billion Connderng $10 billion on foreign 
exchange fowrves a formal and 90 percent of surplus 


commadities as usable (the other (0 percent feong 
due to Being unaalatle cope ted damaged of inferior) 
our current employable foregn exchange of $10 Pillbon 
out cofmmadity saventory of 100 bilhon yuan means 
out coomomy ell has a curtent investment capabelity of | 
tilhon yuan Thee leads wt to the concluson thal the 
atgument that investment 6 inadequate 6 of rously cor 
rect Regarding 199) entirely) while ow tate owned feed 
aserts investment hecame a penitive value after 
whole wiety’s fined assets avestment for 199! of $20 
billion yuan was) percent lower than in | 9RR eachadeng the 
price factor which iustrates our current otill imadequate 
Invement 


In our last two overheated phaws our two year invesiment 
@roveth rates remained at about WO percent (hur estemated 
199! investment was |) percent higher than om 1990 and 
while our investment « growing 1) percent m 199). our 
two year growth rate « oll lew than 4) percent (on the 
other hand the obvious difference hetecen our current high 
imvesiment groeth and our lav teo overheated phases 1 


2827 


budert defictt of 14 bilhon yuan in 1990 
possible defies for 199! of shout 
the concerned partes predet that our 
6 hel) to contenue to mereaer mm 199) 
mocreawng budert deficits ef) become 
factor that ell cauw our 
"® another mauc stout 
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As w our 19°! credn tealance «¢ 4 cetemeted thal our 
wevings caceeded our loans by over 1) bolhon waan m 199! 
but only ty |) 7 belhon om 1990 Chur cred belence eas 
the Mack and not martedl) higher than the previows vear 
which from a credst peeypective vhows that our balance eas 
ceftannly fot om an copending trend As our rato of com 
Madity imventorn to overall demand remained at a high 
level of over § percent mm 199) following a large mcreaw mm 
the preceding two veers and 65 percent « conmudered 
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6 percent om the fire hall of 199) 
while the retail price indes did fot free more than | percent 
The mayor reasom why upstream product cost) have pot vet 
dnven sharp increases in the prices of downstream products 
and comwmer goods are the restraints of nadequatr marke! 
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roles While the monctan policy tome lag 1 generally 
& months in Western countries capenence vows that 
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wes were Bene rall 1) ) merent gooomment Wed0 While our comeumer female martets pu bed up Meads, 
percent within enterprines and W640 percent ondevedyal — PMCCS Femamed fanrty sable Pven though the state read 
wine ( hina Current Mate inecetmeon wee than it) iueted at the Begenneng of 149! the planned prices of capital 
Percent while accumulation writin coi cm om cone ews wh as coal crude of petroleum products and 
cant eth a wrcable number of cotcm mee fot een ct " vice! and sharply modified ite setling prices of grain 
lecting any depreciation funds vince (hes began the contract 2% camking ot im May. prices remained bavcally sable 
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dilemma of Homing Retern ' ond foe? faen one cocreatronal artectes were |) percent lower than in the fire 
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appropriate wetem The mean fel io (he eee age er well nals and price mmcreasers were chow to or clearly higher than 
have to speed Up our pace 7 sytem fehorm a: feeh the overall average at 26 percent for agricultural capital 
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vercem! for medromne and arictes of medical uw Ls 
percent for fuels The cost of twung undes eas) 9 percent 
hagher than on 1990) @uth the clothing price under rng 
harp) to average 1° @ercent more than m 199) 


The differences on the aioe reatdown of commadity pric 
hangers reflec) (he carnveng empact on these commadities of 
tate madificatiom of prices and specifi, changes in 
martct wpph and retatiom: For umtance fond 
pree farms were dur sieve af to the wnpect of cate 
mhetfcatron of the sefieng prices of gran and combing ov! in 
May cevth fend prces for the fire aene montin averaging 
S|) @eroent more om 199! than mm 199) In addition the 
deavters that occurred om some areas cowed produce prices 
to hereeee Charply te fe $ | percent more mm the fire nine 
montis of 199) Fuel price recs were affected directly 
mreaees © the prices of howsrheld cos! and ga in ihe 
te But ae comeneadet) supply and demand relations acre 
ernerally cased om 199) many commeaditees ere will in» 
Mate of wevere and wapply cecemding demand 
= that ther proces tell drifted downward to a ceram cuter 
in the feet ene mentee of 199) the prices of meet cae 
and pewltry eere Gown |” percent and thow of aquatn 
pratect) wap laundry) detergent and some tnitecar and 
terteles @ere alee cegitth lower Whole cagenuve com 
meadety wales clearly peebed ap prices ail! continucd to 
dectene falleng © 5 percent for easheng machine: (6 per 
om for clectre: femme | | percent fer cameras © | prercen 
tor radeon and mere than [0 percent for Mart and afr: 
TVs 


) ( apttel Cams Prices lnereased Stowty 


Driven hy the pect ap om our mdustnal cutpu: rate and thr 
mcreawe © owt frend aeeets cewestment wales began to pect 
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‘7 le 199) thee feweng ond eefieng mmerreeed harp: 
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(hut capital gouds sales turnower was 4 | percent higher for = peroent for the fie quarter of 199! 2) percent for the 
ihe feet fone months 199) than in 1990. with the growth = second quarter and only | percent for the third quarter, 
rate of owt Maple commadity consumption being higher with an estimated increase by the end of 199) 

FewoUrees surplu 


The variety breakdown i that procurement prices were 


umu 
lated during market slump gradual reased lower than in 1990 in the ws categories of grain. bamboo 
dual mpact » market wales recovery Scena -_ and lumber industnal paint pouliry products silkworm 
io our yndustnal —- S@H@ONS and wih and native wdeline products. which had 


ponds proces from matenals system shows the impact of lowering overall agricultural wdeline product 
ane out 4 i ‘ procurement prices 5 7) percent The |2.8 percent drop im 
january in 1991 1900) OS percent higher grain prices lowered overall prices 46 percent. while the 6 | 
‘ * =e yer Our enna iad percent drop in live hog procurement prices lowered overall 
ng the first nine months of 199) prices 0.9 percent The procurement price drop was larger 


with our monthly capital gouds price index not changing for wool with the procurement price being down 10 percent 


h and generally | percent cacept for sheep wool, §) § percent for goat wool and 16 | percent 
March af oe aw 4 A for cashmere (Cash crop procurement prices continued to 


rise. with the 6) percent ree in the procurement prices of 
planned proes were 49 percent higher for the fir nine cash crops in the first half of 199) raneng overall prices || 
months 199) than mm 1990 and |} percent higher in = PeTeent This included increases of 6 | percent for cotton 

of 1991 While market 294.6 8 percent for tobacco leat Affected by market supply 
the first nine months in 494 demand. procurement prices were up 14) percent for 


pres ) © percent lower 
199) on 1990 they A, 4 percent higher in Sep apples from the north and 20 4 percent for bananas from the 
tomer than at beginning of 199) fourth quarter south. w that the procurement prices for fresh fran 


the By the 
of 199) there was a more obvious trend of price nses for throughout China were generally higher A representative 
noth planned and martet proces survey of food prices at 245 country fans by the Min-stry of 
Commerce has found that the changes were roughly the 
Chur commadity Preakdown shows that as capital construc. same for the retail and procurement prices of agncultural 


tron and technologscal upgrading funds have gradually taken adeline products on Country far trade markets 

1h. The Features of Price ( hanges in 1991 

proes have riven For instance prices rose The price changes on China s markets on 199! were charac. 

ork ot yy bh A WT ) 6 percent for tenzed mainly as follows 

threaded steel and 44 percent for wire rad and common 

welded which Market prices were relatively stabic while industrial 
on 4 P AQ IA Ag’ output and commodity sales both picked up together In 


October 199) 8 percent. 124 percent. and 7 199) while our industrial 
growth rate was | 4 percent and 
= ry 445447 -- our retail commodity turnover increased |). percent. our 
acne mont month percent higher retas! commodity prices remained relatively stable with no 


mayor fluctuation In past years pantcularly after reform 
Muse eft oe Tear tee et scm ge man 
‘ anuary . growth mn particular and sharp moreases mn retail com. 


5 
a png ym et | py pe de modity turnover were always accompanied by clear price 
percent for caustx: soda. 43 percent for sada ash. } 2 recess. «After 1989 a steady drop © China's price rises 
percem for tuanBer, and 6.4 percent for cost occurred along with a slower or cv n negative industrial 
ea growth rate and a sharp drop in commodity sales But in 
1991) while our industrial output and fixed assets imvest. 


‘ ;, @ ment grew sicadily our market sales picked up steadily and 
Dina + estimated | en nn cur overall economic develapment gradually entered a 
maintained an increased output of cotton oil hearing crops. ww he our market prices maintained a relatively low 
and live hogs. s that agncultural wdeline product supplies sane 
were abundant. we also had problems with procurement )? Price rises increased being clearly higher in the last half 
delays. procurement fund shortages. and peasant selling shan in the first half of 199! While proces remamed 
difficulties Agricultural sideline product market prices have —hagically stable overall in 194) ther development and 
a ae As the State Council decided 9 change trend was cicarly different from the preceding two 
the fall 1990 to establish special grain reserves with years While the price change trend of the preceding two 
ae an ie years was hasically a monthly decrease in ose. price rises 
began to increase monthly in May ‘99! so that prices were 
pick-up im our industrial output rate in 199! the trend of = hearty higher in the last half than in the first half of 1991 


penads in 1990 our agricultural + Planned prices clearly increased more than market prices 
wdeline praduct procurement prices were down by 7 § In 1991 the state wized the favorable opportunity when 
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mar ct supply and demand relations were cased and infla- 
tron had been Curbed. to lake a number of appropriate price 
Madification steps which brought large imereases to the 
prices of some planned and controlled commodities Ut is 
esimated that the overall modification by about |) billion 
yuan of the prices of capital goods, such as coal, and 
infrastructures. aflected overall 1991 prices by |-2 percent. 
which ompact was ) | percent from the readjustment of the 
selling prices of gran and cooking oil, and about 0 5 percent 
from the planned modification in all areas of certain locally 
controtied Commadity proes and service fees: While these 
price moxtifications alone should have pushed up overall 
prees 45 percent ou overall prees in 1991 actually 
moreased only about | percent A key reason for this was 
that the relative casing of supply and demand relations 
drove the prices of deregulated commodities down. instead 
of the automatn price increases. so that market prices were 
lower mn 1991 than on 1990) In our retail commodity price 
idea. country far trade prices were | 0} percent lower for 
the first frne months m 199! than in 1990. while our 
state-owned commodity price index was up § } percent In 
our capital goods price mndea. market prices were down 2 6 
percent. while planned prices were up 4 $ percent 


4 Prices nereased more in the cities than in rural areas 
While prices inc roased less on the cites than in rural areas in 
1990 thes changed on 1991. when urban price mses were 
clearly higher than rural ones. and the cost of living for staff 
members and workers on the 35 large and medium-sized 
cites rose sharply Comparing the first 9 months of 1990 
and 199! reta:! commodity prices were 4.1 percent higher 
m cites and towns but only | 7 percent higher in rural areas 
while the cost of living for staff members and workers was 
up § percent on the 35 large and medium-sized cities. and 
more than |0 percent on large cities, such as — Tianjin. 
and Shangha: The mayor reasons for this were as 1) 
large readyustments of the selling prices of grain, cooking oi! 
and household fuel in crtres and towns in 1991. 2) large mses 
mn the proces of fresh vegetables on large and medium-sized 
cites, averageng |! 2 percent higher for the first 10 months 
m 199! than om 1990) 3) a steady increase in urban service 
charges. which were 20.7 percent higher for the first 10 
months om 199! than om 1990. 4) « fast recovery in urban 
consumer goods markets (including social group consump- 
tron) which drove up proces more im cites than in rural 
arcas 


S The prices of agricultural sdcline products rose less than 
those of manuta tured consumer goods in rural areas and 
agricultural capital goods. which further increased the price 
scissors between industmal goods and agncultural products 
The phenomenon of production costs increasing faster than 
procurement prices for staple agncultural products. such as 
grain. had already appeared some years ago Statistics for 
198* to 1989 show that grain production costs increased an 
average of || percent a year while contracted procurement 
proces rose an average of only $ percent a year. or less than 
one-half of the cost mereases. But the large increase in 
market gram prices offset to a certain cxtent this relative 
drop im peasant grain-cultrvation profits In 1990. our 
agricultural sideline product procurement price indes 
decreased for the first time since we began to reform and 





ECONOMIC " 


open up to the outside world in 1978, to be 97 4 percent that 
of 1989 While the trend of lower procurement prices for 
agricultural wdeline products sowed in 1991, om an 
established fact that the 199! index was lower, while the 
prices of manufactured consumer goods in rural areas and 
agricultural capital goods continued to increase slowly This 
trend of relative price changes further increased the price 
scissors between industrial goods and agricultural products 


6 The dual-track price differences for capital goods gener. 
ally shrank, bringing some relative improvement to the 
internal price structure Limited by state planned price 
madifications and the market climate producer prices were 
higher for the first half in 199! than in 1990 by 14.2 percent 
for mined industrial products |.) 4 percent for raw mate. 
nals. and | 9 percent for manufactured goods, bringing 
some relative improvement to the internal capital goods 
price structure Meanwhile the combined impact of 
planned price increases and market proce decreases further 
shrank the dual-track planned and beyond-plan price differ. 
ences from those in 1990. so that the overall price differen. 
tial shrank from WO percent in 1990 to 20 percent m 1991 
Thos encluded a reduction from | 990 to 1991 on the differ. 
ence between planned and beyond-plan prices from 1 8 
percent to 18.9 percent for pig tron. from 46.8 percent to 
16.3 percent for wire rod. and from 99 4 percent to 154 
percent for sheet steel For some maternals that had long 
been in sharp demand and short supply in some areas. there 
appeared a phenomenon of planned prices being higher than 
market prices 


111. Am Analysis of the Factors That ( aused Relative 
Price Stability in 1991 


Our overall relative price stability in 199! was achieved 
while our industnal growth rate returned to normal and our 
retail commodity turnover clearly increased. with prices 
being clearly lower than the price-contro! index set in the 
state plan at the beginning of the year and the predictions of 
the concerned parties This shows that the policy steps we 
took on the last two years to control inflation have achieved 
clear results. that our cost. and demand-dniven price-rise 
forces have been curbed temporarily. that we have success- 
fully avorded the possible pitfall of improvement and rect. 
fication causing simultancous economic stagnation and 
inflation, and that there has been a great change over the 
past in the operating forces of (China's market prices This 
has presented China's price<controfiers with the following 


new thought-provoking issues 


| Whale China's cconomic operating forces have already 
undergone great changes since we began to reform. as far as 
the predictions of annual price mses and the setting of 
planned. control goals are concerned all of these changes 
have basically rehed mainly on the lagging impact of the 
preceding year's price changes on the current years proes 
the force of new planned price modifications and the effect 
of spontancous market prce-nse factors This way of fore. 
casting prices and setting control targets by somply collating 
several factors 1s not only unsuited to the changes that have 
occured in our pnce-formation and «change forces. as well as 
to our actual economic operations but also has always been 

















and demand relations and price changes while increasingly 
showing the decisive impact of overall balanced relations on 
overall price changes A conspicuous manifestation of this is 
that a planned price modification plan put into effect under 
varying supply and demand conditions might have the 
impact of either or lowernng overall prices 
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and had added to the product invento- 
nes in the production and circulation links. there was still 
no clear improvement in 199! in the sate of production 
along with overstocking in the industrial sector Thus. while 
thes had a certain adverse impact on enterprise and overall 


¥ As to the final demand link fined assets investment and 
individual consumption are the two key determining factors 
in price change As the state gradually increased the force of 
its market-stimulation policy our fixed assets investment 
clearly increased in 199! being 21 8 percent more for the 
first 9 months in 199! than on 1990. and far higher than the 
economic growth rate for the same penod In addition 
while the large amount of circulating fund loans supported 
industrial production growth which brought a clear 
recovery to market sales of key industrial capital goods and 
clearly increased the prices of capital construction matenals 
investment products. the cacessive inventones of key 
capital goods objectively provided a definite 
impact of thes investment demand ww that it 
not result in an cxcessive increase im the 


of capital goods As to individual consump 
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them. and it was hard for a new consumer fever to 

very rapidly in the short term duc to a vanety of lymrtations. 
urban individual savings continued to grow at a high rate 
despite the reductions in bank interest rates And the slow 
growth of rural individual consumption was duc mainly to 
the continued drop in the procurement and market prices of 
agricultural sideline products. and the clear decrease in the 
growth of peasant income 


unable to make ends meet and with large losses Meanwhile. 
the lerge amount of price subsidies that the state had to pay. 
put huge pressure on its balance of revenue and capenditure. 
and made it hard to climinate its huge fiscal deficits This 
left us maimtaiming overall price stability, but facung 
deferred price-nse pressures 
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IV Price Reform and Modification Steps Laken in 
1991, and an P valuation of 1. + Pflectiveness 


In 199) along with consolidating our improvement and 
rectification successes, vigorously adiusting our economic 
structure, and continuing to be guided by the policy of 
deepening of reform we took a number of reform and 
madification steps in the field of market circulation and 
prieing. These steps were mainly as follows as to the 
circulation of agricultural sideline products. manufactured 
goods for everyday use. and capital goods. we enhanced our 
market organization and development. particularly by 
beginning to set up vanous types of standardized wholesale 
markets in order to stimulate markets and circulation, the 
State Counct! took a one-time step to reduce the prices of 
overstocked commodities, we took a number of price mod. 
ification steps within certain limits which advanced the 
pace of price structural adjustment. we merged the dual- 
track prices of some capital goods continued to expand the 
scope of guidance pricing and market regulation and 
speeded up the further conversion of our price-formation 
mechanism We will now briefly caplain and evaluate the 
direct rmpact on price changes of these key reform steps. as 
well as their effectiveness 


| Whole reducing prices to deal with overstocked commod.- 
ites played a certain positive role in stabilizing prices. and 
speeded up our commodity turnover rate for a time, it 
certainly did not resolve the operating force-problem in our 
blocked commodity circulation At the | cunning of 199! 


prices. the limited policy effectiveness of such temporary 
sieps was very clear As thy problems oll cxssted of our 
ton structure not having been correspond. 
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forces, in order to roughly synchronize production. supply 
and demand changers Obviously these problems certainly 
cannot be solved simply by cutting prices to reduce inven 
tones 


2 Modifying the selling prices of grain and cooking ov! in the 
cies to rationalize the prices of agricultural sideline 
products, reduced financial subsidies and was a one-time 
successful reform attempt Ever since we began to reform 
and open up to the outside world our disproportionate 
cireu'ation prices with « steadily increasing burden of finan. 
cial subsidies has been a very troublesome problem In 
1991, the state seized the favorable opportunity of cased 
supply and demand conflicts. by taking prompt steps to 
ust the selling prices of grain and cooking oi! to urban 

ts, which raised the selling price of food 66 percent. 
mereased the price of cooking o:! by 166 percent, and 
correspondingly raised the prices of finished products 
dependent op grain anu cooking or! While this selling price 
modification for grain and cooking o1! was large in scope 
and broad in scale. the refurm siep did not disturb consumer 
buying mentality, arouse pani about price rses. or cause 
‘arge fluctuations in the market prices of grain and cooking 
ou The modification of the selling prices of grain and 
cooking oi! reduced the food procurement and n.arketing 
price difference per 900 grams from 0 15 yuan to 0.05 yuan. 
and evened up the procurement and marketing prices of 
cooking oil, which reduced state grain subsidies 43 percent 
and cooking ot! subsidies 68 percent (with adjusted figures 
showing that this could reduce state subsidies almost 15 
billion yuan a year) It could be sand that this readjustment 
of the selling prices of grain and cooking o1! was a successful 
reform attempt. which provided capenence for further 
rationalization of price relations in the field of circulation 


3 While we took new steps to modify the prices of basic 
industrial capital goods. their price structure remains unable 
to meet our economic growth and system reform needs A 
glaring irrationality in China's pricing system is that the 
planned prices of basi products and infrastructures have 
long been too low Resolving the too low planned prices of 
primary manufactured goods has always been a key price 
reform problem In 1991. we fine-tuned the prices of pr- 
mary manufactured _ by taking a number of price. 
modification steps major ones were as follows |) 
While rectifying the price chaos in iron and steel series 
products. climinating all temporary prices. and enhancing 
our oversight of “guaraniced quantity but not quality we 
readjusted at the beginning of 199! the central-distnbution 
producer prices of items. such as iron ore. ferroalloys. and 
billets, increasing them from 17-26 percent We put into 
effect two categones of rolled stee! producer prices. category 
one being used jointly for the cxght mayor iron and sice! 
enterprises, in which prices were about the same as cxrsting 
producer prices. and category two for other iron and stce! 
enterprises, in which prices went up a certain extent 2) At 
the beginning of 199). we rarsed the planned prices of crude 
onl, with the price of fixed-pnce crude going up |9 & percent 
and that of high-priced crude increasing about 7 percent 4) 
Faced with having raised the price of crude three years in a 
row, not having readjusted refined o! prices. and most 
fixed-price ot! refinenes sustaining losses. we readjusted the 
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producer price of refined oi in the first haif of 1991. This 
included price increases of 16 percent for gasoline, | 7-22 
percent for kerosene, 47 percent for nonagricultural diesel 
onl, and varying amounts for high-price oil. 4) We continued 
to use the method of higher prices for increased output of 
centrally distributed coal, with av price increases of |7 
percent in 1991. 5) In the first half of 1991, we raised prices 
? 4 percent for railway freight transport and 24.62 percent 
for pipeline transport, While this fine-tuning of primary 
industnal capital prices played a certain positive role 
in resolving conflicts due to too low planned prices, its 
impact was limited to reducing losses and partially offset- 
ting Msing costs, so that it certainly did not basically 

the state of low prices, tiny profits, steadily falli t 
margins, and even losses in the primary manufactured 
goods industry Thus, in order to harmonize our pricing 
policy for the primary manufactured goods industry with 
our national industnal policy, we not only are faced with 
heavy tasks that will require long-term hard work, but also 
will have to exert more price reform and modification force 
as conditions permit 


4 While we made a certain amount of progress in merging 
the planned and beyond-plan prices of some capital goods. 
and in reorganizing our dual-track pricing system, this also 
caused certain new problems and conflicts. Dual-track 
pricing has always had both pros and cons. As the disadvan- 
tages of the dual-track pricing system had aroused wide- 
spread attention among all parties in recent years, 11 was 
undoubtedly the correct choice to merge prices actively and 
safely when economic conditions were npe. In 1991, the 
State merged the prices of centrally distributed cement, 
tinplate, and cold-rolled silicon steel sheet. As to the mac- 
roeconomic climate for merging prices, the previous years of 
improvement and rectification h. brought a clear improve- 
ment to China's market supply oad demand, by reducing 
capital goods demand, raising production, increasing 
reserves, bringing more supply than demand to some capital 
goods. and generally reducing dual-track price differences. 
which had provided good conditions for reorganizing dual- 
track pricing and merging prices. Thus, while 1991 was an 
appropriate time to choose to merge dual-track prices, our 
price-merger methods still clearly lacked certain improve- 
ments. which caused certain problems in our immediate 
economic activities. These problems were particularly 
glaring in our merging of cement prices. 


On 12 March 1991, the concerned state sectors jointly 
issued a “Circular on Uniform Planned and Beyond-Plan 
Cement Producer Prces for Cement Enterprises,” which 
merged the prices of cement for central-distribution cement 
enterprises on | Apnil 1991, and put into effect uniform 
planned and beyond-plan producer proces. This actually 
meant that cement from central-distribution cement plants 
was transferred from dual-track pricing through planning 
and markets to single-track planned pricing While this 
method was aimed at enhancing macroeconomic control, 
standardizing the prce-formation mechanism, optimizing 
enterprise structures, and promoting the sound growth of 
the cement industry. our cxpenence of the last six months or 
so shows that not only was our original intention of the 
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merger far from being achieved, but a senes of new prob 
lems was touched off as follows: |) As China's cement 
production and consumption are both very decentralized, 
ceme,., is a very competitive product In fact, during the 
market slump of recent years, central-distnbution cement 
plants had used product quality and pricing measures to 
compete with many small cement plants, which had forced 
some small ones into shutdowns and bankruptcy But the 
merging of prices that brought uniform fixed prices to 
central-distnbution cement plants, tied the hands of large 
cement plants and weakened their ability to compete 2) As 
to market supply and demand, our overall supply and 
demand of cement is roughly balanced, with new cement 
resources being larger than domestic demand in recent 
years. But as the newly set uniform prices were too high and 
did not reflect specific supply and demand conditions very 
well, the higher planned prices did not take effect, with the 
uniform prices being enforced to varying degrees in vanous 
places and many enterprises voluntarily reducing their 
selling prices, which left the price merger meaningless. 3) 
Too small seasonal price differences, no clear provisions for 
wholesale price differences, and the operating difficulties of 
the commodities management sector that made it hard for it 
to play its role as the major capital goods circulation 
channel, faced many large- and medium-sized state-owned 
cement plants and circulation enterprises with the danger of 
a loss of market share. Moreover, as cement 1s a competitive 
product, the deregulation of seasonal and wholesale price 
differences could actually have occurred naturally Our 
experience in merging the prices of some capital goods in 
1991 has taught us the following noteworthy price-merger 
lessons: |) as to competiive products, such as cement, the 
merger direction should be a gradual transition toward a 
market track, with both production and circulation enter- 
prises using market-regulated prices, 2) even as to those 
products that are suited to being merged to planned prices, 
there should be a scientific basis for the setting of planned 
price levels, as well as for quality, seasonal, and link price 
differences, which should be promptly revised as conditions 
change, in order to prevent an adverse impact on immediate 
economic operations. 


5. While we appropriately expanded the scope of guidance 
and market-regulated prices, which further converted our 
price-formation mechanism, we still need to exert a lot of 
effort to conscientiously return commodity price-setting 
authority to enterprises. In 1991, based on changed eco- 
nomic conditions and the need to revamp large- and 
medium-sized enterprises, we appropriately sorted out cer- 
tain temporary administrative measures that we had 
adopted generally throughout China during the penod of 
improvement and rectification, and reduced the scope of 
local price rises subject to special State Counci! approval 
Moreover, all areas continued to deregulate some com- 
modity prices. But while the uniform deregulation 
throughout China of formerly state-set retail prices for sugar 
and cigarettes and formerly state-guidance prices for enamel 
washbasins and cups has further enhanced the flexibility of 
our price-formation mechanism, and has brought some 
improvement to our indirect price-regulation and control 
system, we still have a glaring problem of truely returning to 
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fate of accumulation is a little fast Moreover how to use 
these funds ale became a few problem for economn 
development Vrewentl Chinese citizens financial aseet 
structure femaine at the level of the traditronal product 
econemn made! Eecept for a enall amount used to pur 
chaw fatronal treasury bonds financial bonds and a 
Minute amount of tacks more than 80 percent eas depos 
ited 1m savings accownts The structure conta numerous 
dived. antages for the dey clopment of (he national economy 
(ine vs that 1 greath mcreases the cost of operating the 
Rational economy ( itizens savings are through the link up 
of the hanks and the users and the main source of enterprise 
funds is bank loans No matic how the enterpriee businens 
s and whether or fot the loan can be pard back the bank 
Must pay the citizen interest on the depowt The busines 
risks are all born by the state The second thing 6 that i 
cauly induces martc! Muctuations Because of unitary 
nature of financial aveets and (he Mearbelty of withdrawals 
citizen financial awets are crtremely unstable and can 
impact on the market at any tome The thord thong os that 
individual citizens do not directh partcupate on the iwest 
ments lessening the contro! over returns on the ase of funds 


1) Prottems (an Omit) Be Resolved by Intensification 
af Refoow 


By theer ver nature the protiems and contradic trom 
dewctite atowe are caused by rrratronal economy syeterns 
and tac’ of wreath coonomen relatrons [ton omvevrtable that 
these protien and contradictiom would cocur m the 
process of replaceng the old coonomn system eth the new 
and they can only he resolved by relying on intenwfied 
reform First ec should draw up a concrete framewort for 
a wacialist planned Commodity coonomn system and grant a 
place and a function to the macro and the micro level. the 
government enterprises and individuals in the new eco 
nomex system and wnoothl) order all types of relations 
from the macto level Secondl, we should et up sound and 
necessary laws and procedures w that all ecconomwe active 
tees will be legal and ordered Thirdly macrocontrols should 
he omproved to gradually make them more wrentifi and 
rrawonahic 


In the feat tee veers ee comender ‘hal we can af beast cerry 
out the following reforms 


| Actively promote tral reform of financial syeterm and 
rive for authority to take operatronal imitative Such 
things as structural adjustment improved returns and 
greater Macro ontro! capatuiity all involve reform of finan. 
cial systems If ee want to resolve the wtuatron of financial 
revenues heing unable to make cnds mect ec also must 
reform financial «eter (!) Accelerate tral reform of tas 
subeveterms in thn ea, on the one hand we can wive the 
protiems of lasing authori) oot heeng centralized tas laws 
not being unified and tax payments herng seriously croded 
and. on the other hand we an increase the central govern 
ments fiscal contro! capatulities Even though most tas 


payments still must later be returned to the localities the 
central government 5 fiwal contro! capabilities could also be 
greatly increased In addition «| also could lay the founda 
thon for separation of government and enterprises and he an 
meentive to destroy regronal blockades and climinate the 
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[Article by Zhu Mongehun (26!) 1494 1904) of the Macro 


nomen Regulation and ( ontrol and Hoe To Deal With 
Them”) 


wand that the martet and coonomn downside which 
started wee | have now heen basically turned around 
In 199) while continuing to marmtan a basin balance 


13 percent and 146 percent respectively Therefore 
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and are interrelated and mutually restricting and 
will it be possible to bring about a benign coonomic cycle as 
soon as possible Specifically speaking in the present stage 
macroeconomic regulation and contro! 1 faced with the 


following mayor tasks 


growth-restnicting bottleneck (hwing to the adoption of a 
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not gone far enough to change the structure of production 
capacities The ongnal praduction capacity of the owerde 
veloped pracesing industnes remains intact and as the 
ecomomy picks up as a whole the output of the 
industries 1s also growing at a faster pace The proportion 
the output of the indusines to indusinal output 
aa whole after once 6 1989 rose back to 48 
percent at the end of 199) hugher than the 
previous high of 4) 9 percent on | 988 and the ratio between 
the processing indusines and the has industnes could 
worsen again ft obvious that preventing the economy 
from overheating has become a mayor tas for macrorco 
nomen regulation and contro! at present. and that « 
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nom 
structure to create conditions for the coordinated develop 
ment of the natronal economy 


2 Hes necessary to use both the planning and market means 


to emprove the praduct mit and the organizational structure 
of enterprises A good industnal structure manifests itself in 


the planning and martct means to further improve the 
product mit and the organizational structure of enterprises 
The bey bres im createng a macro environment for the 
optimization of the organizational structure of enterprises 
For crample cflorts should be made to improve the social 


1 ht « necessary to control the amount of money m 
circulation. improve the credit structure and reduce the 
inflationary pressure As it was needed to stimulate con 


tinued economic growth and to solve the debt chains and 
other problems credit was morcased by a rather large 
margin in 199! By the end of November 199! hank loans 
already totaled 129 9 dillon yuan including an imecrease 
that was |) 4 billhon yuan more than the mecrease in the 
same perad in 1990 and the year’s total was estrmated to 
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iMteres| Mechanism still he wither rational hard to stop in the past few years, despite the suggish 
ation of the relationship bet were alc and the enter market and the sharply falling national income growth ric 
prises. and under (he prewes gulatoon and household consumption in proportion to the amount o! 
control still lacks an eft . has national meoome spent, has continued to increase the 
Since the beginning of the ret nship between problem is. the macroeconomic regulation and contro! 
the state and the enterprises hus ix nijusted any system. which should be adapted to the pattern of income 
ways. bul the crucial issuc of prom hes acver been distribution has lagged far behind the changing conditions 
eflectively resolved lnder th iem how berg lis effectiveness is still built on the fairly strong financial 
Promotcd throughout hitte iors the dual hase the state used to have. and in the new situation i 
responsibilities of proper - nacracconomn imply does not have what it takes to do the job 

regulation and control, but ni have lomeited 

~ ment powers Thies thas y iwo problems ' The umperfection of the banking system and underdevel 
First. the budect restraint on : ill inadequate opment of the money markets have reduced the usefulness 
and all kinds of so-called shorts hoch hurt the OF Uterest rates as a lever in macroeconomic regulation and 
iMterests of The pronerty own yc the profit of the control 

contracting enterprises are like! woond at present 

direct administrative measures a « often in macro In the mainly indirect macroeconomi regulation and con. 
economic regulation and cont prc Na omething trol system. with the relatively scattered national income 
10 do with property mehts [hy hes advantage of distribution and the growing financial strength of the 
iis role as property own fore with the common people the main role in macroeconomic regula 
enicrprias management and at tt " me also uses tron and control should be shifted gradually from the 
interest rates taxes and oth or og Hihanceal system to the banking and monetary system. to 
indirect regulation and control who afinctine maintain a balance between total supply and demand 
fecauw of the entccpreses lack wert, and through the effective control of money supply hy the central 
long-range interests from ut rors wreornt the hank and to readjust the industnal structure through the 
profits from loopholes in prog nas mas he mor constant improvement of the bank credit structure How 
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worn crmurits "7 ’ ry net 
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ever because of the imperfection of the banking system and 
the underdevelopment of the money markets it is styl! 
difficult at present for China's banking and monctary 
system to effectively regulate and contro! the operation of 
the natronal economy Regarding the hanking system onc 
key problem is that the specialized banks have not been 
really turned into business operations. bul continue to erst 
as the government's functional departments Their prope: 

tees. as those of enterprises. belong to the state and ther 
operations are \o a very large catent controtied and influ 
enced by the government They do not have sufficient 
authority to make ther own decrsions on loans and ther: 

fore can nether guarantee the microeconomi ratronality of 
loans nor consciously establish a micro credit contro! sunce 
gate Another key problem ts that the central hank 5 position 
and it relatronship with the specialized banks have vet to be 
rationalized Not only does the central bank tar! to concen 
trate on macroeconomic regulation and control which 15 its 
responsibility, but «t also lacks the power and means to 
control the financial sluice gate As to the money markets 
even though they have developed tairly rapidly im the past 
few vears. direct financial markets especially the stock 
market. are still on the begenning stage The financial assets 
of the common peopic had cxaceeded | tnitlon yuan in | 99! 

but with the cxaception of the cash in thei hands more than 
80) percent of their moncy 1s kept in only one form of savings 
accounts This underdeveloped state of the money markets 
has also reduced the scope of influence and regulator and 
controlling power of interest rates and other financial lever 
Especially in a penod of relatively uneventful cconomn 
operation. the impact of menor changes 1m interest rates 1s 
very limited on both deposits and loans 


4 The macroeconomi regulation and control system sen 
ously hamstringed by the state financial system. cannot 
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regulate and control the state-owned economy and the 
sonstate owned coonomy in the same way, and is 
dilemma 


Mainly direct macroeconomic regulation and 
based on state-owned enterprises ae 
dominating position Tt acts directly on 
enterprises. with the slate financial system 
large leading role At the same time. indirect 
control acts through the market on all 
owned of nonstate-owned, treating both 
dicnmination and trying to achieve the same 
\nder present conditions. however. 


this 
In typical macroeconomic regulation and 
traditional system. the state financial system 
played the leadeng role. as can be seen from 
heiween the state financial system and | 
bons the state frnancial system controlled all 
expenditures rm every part of the national 
pyestment was the mam diving force for economic 
reducing covestment was the basic way to 
heated ccomomy. on making plans consideration must 
pce best to the financial situation, and the banking 
mooctan onstitutvons played a rather lymited role. and 
ther sources of capital consisted largely of deposits from 
state ~The stuatron has now changed a great deal 


crample. the catrabudgetary funds owned by 
equal their budgetary 
banks 


Hath 


: 
: 


THE 
TEU 


2% 


aod jocal governments now roughly 
funds Nouschotd savings deposits have become the 

mai sowrce of funds. state investment 1s no longer the main 
dinving force for economic expansion, and in 1990. bud- 
ecied Statc onvestment accounted for only 6 7 percent of the 
total eovestment om fixed assets. a drop by about 15 per- 
centage pornts from the 23.6 percent mn 1983 and even more 
from the 1970's Therefore. «can now be sand that the state 
financial system oo longer plays the leading role in macro 
econem regulation and control However. despite all the 
changes op form. macracconomic regulation and contro! ts 
cosentially ste! ender the influence of the state financial 
system On the one hand. the state still shoulders the heavy 
burden of sustannong the operation of the natyonal economy 
and stl spends huge sums of money in construction invest. 
ments enterprise joss subsidies. price subsidies. and w 


revenue source Therefore State revenues and caipenditures 
ol) dorectly affect the operation of the national cconomy 
and havc created a dilemma im macroeconomic regulation 
ans control Because im macroeconomic regulation and 
control today the more controllable sector remains the 
statc owned industries. during periods of economic 
cccreachment (he state-owned sector 1s generally the first to 
he ut back and on penads of growth the state-owned sector 
iftcns lags behead on recovering. The state-owned and the 
non siate-owned sectors cannot be regulated and controtied 
inunnen However because the state-owned industnes arc 
the Slate § Mam revenue source, i 1% WMperative to mesure 
proper growth of the state sector of the cconomy. and when 
ihe lagging State cconomy really grows. the economy as a 
whole « often on the verge of overheating Thus keeping 
incustry as a whole from growing too fast and keeping 


economic regulation and control impel local governments to 
seck More revenues in every posible way. even by hook or 


From the above analyses. it 1s obvious that to rane the level 
of macroeconomic regulation and control we must first 
change the regulation and contro! mechanism and that 


unless the 1s accompanied by reform of the economn 
structure and the economic operational mechanism i will 
not achieve the expected results 


. Macroeconomic 
Mepston sa wt Stohans 


In 199). the mayor task of macroeconomn regulation and 
control 1s. on the basis of consolidating the achreverents in 
improving the economn environment and rectifying the 
economic order and maintaining a has balance between 
total supply and demand to suitably speed up the pace of 
reform and open still wider to the outside world really shift 
the focus of our work to readjusting the cconome structure 
and raring cconomi cfficrency and insure continuous 
steady and coordinated desclopment of the natronal 
economy For this reason we must concentrate our efforts 
on changing the mechanism and raring the level of macro 
economic regulation and control Specifically thes task 
covers the following areas 


1 Wt & necessary to deepen the rcform of state-owned 
enterprises. redefine the property nents and strengthen 
budectary restraints 


In-depth reform of state owned enterprises 1s an ompertant 
microcconomi has for cstabiishing a manly inderect 
macroeconomic regulation and control system At present 
to invigorate and improve the state-owned enterprises wc 
must. in addition to continuing to delegate more power to 
the enterprises and energetically reducing ther burdens 
further resolve the property nights msuc Regarding some 
enterprises which should remain slate owned 1s Mecessary 
to gve full play to the role of the state-owned property 
management system and really separate ownership from 
managcment and government from enterprises w that the 
enterprises will be given sufficient power to make then own 
operational decisions. while the state «rl! Concentrate on 
preserving and increasing the valuc of assets and achecy ing 
the optimum allocation of resources As for the rest and the 
mayonty of state-owned enterprises (1. ne cewan to reform 











system separation of tases and profits dual budget and w 
forth the reburlding of China's financial system should also 
mctude the expansion of revenue sources In the past most 


progressive individual income tas gradually into the state + 
mayor revenue source and on thes hasrs to estabirsh the roic 
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of financial revcnues and eapenditures as a stabilizer in the 
regulation and control of the economic operations 


4 Banks should be commercialized, and financial restraint 
should be strengthened 


To strengthen the central bank's independent policy-making 
position and to run the specialized banks lke business 
operations this is the baste direction for the reform of the 
banking system Only in thes way will it be possible to 
strengthen the banks own budgetary restraint and their 
ability to hold back on loans and to strengthen the position 
and role of The banking system in macroeconomic regulation 
and control For thes reason, it 1s equally necessary to imsist 
on separating government from enterprise in the banking 
business First it rs necessary to allow the central bank to 
make relatively separate decisions from those of the govern. 
ment to enhance the central bank's independent policy- 
making status and strengthen its control of the main finan- 
cial sluice gate Second. loans granted for policy 
considerations and general operational loans. which are at 
present handled both by the specialized banks. should also 
he separated relatively and industrial banks, regional devel- 
opment banks and other policy banks should be established 
to create the cond:nons for the further commerciahzation of 
the specialized hanks 


§ it s necessary to develop the direct money market to 
promote the burlding up of the market system 


To mocrease the cflectrveness of macroeconomn regulation 
and contro! and change the macroeconomic regulation and 
control mechanism we must further develop and perfect the 
market system As the actual conditions show. the huge 
amounts of houschold savings deposits have provided the 
favorable conditions for developing the moncy market and 
suitable dev clopment of nonhank direct financing will have 
an omportant bearing on readjusting enterprise structure 
and breaking the present low-efficrency economic cycle The 
development of direct financeng will also have a rather 
important bearing on improving the interest-rate mecha- 
nism and strengthening the state's financial regulation and 
control capabilities Therefore we should seize the present 
opportunity to beng into full play the role of direct 
financing im a controlled manner. and. on the basis of 
developing the money market and strengthening financial 
managemen! and through capanding bond issues and surt- 
able issuance of enterprise stocks. remove the high savings 
hasis which has vustamned the sick economy improve the 
economn operational mechanim. and use it to propel the 
all-round devclopment of the market system 


Shareholding | periments To Follow Strict Rules 


ON FOS0 4 Requne JING RIBAO in Chinese 

) Mav 9 

[Article by Zhang Miansheng (1728 4875 0524] 

(Text) An offical om charge of the State Commission for 


Restructuring the Economec System revealed to a reporter a 
day ago that the State ( ownc: recently approved its “report 
from the symposum on shareholding enterprise caper. 
ments with the State Council Office of Production He 
asked that al! refer to thes reper on preparing shareholding 








experiments. He emphasized that the caperiments are an 
important and far-reaching reform of a high policy nature 
While sinctly following the rules, caperiments must be 


most of which fail to follow 

holding characteristics are too prevalent 

80 it is to rules to guide them. Two. a sizeable 
of do not follow rules, they 


existing sharcholding enterprises in continuing to improve 
rule adherence. and actively start new shareholding exper- 
ments which follow rules, instead of expanding the numbers 


of existing shareholding enterprises that do not follow rules. 
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Al present, rather than rushing to have shareholding every- 
where, we should encourage enterprises to commence from 
their own actual conditions and select operational methods 
suited to their own situations. 


He said that the guiding ideology for the next steps of 
shareholding experiments mentioned in the “report” is to 
experiment steadfastly, not seek to have too many expen- 
ments, operate well, and be mindful. We must try to get 
results by strictly following the basic rules. The actual 
demands are to: 


As soon as possible, formulate rules, regulations, and 
methods for organizing or establishing shareholding exper- 
iments. At present. Shang and Shenzhen have two 
regional regulations from which other areas can consult and 
learn. Regarding national regulations and methods, mainly 
the “corporate law. laws for securities, and securities 
exchange laws,’ must be formulated and t out as 
soon as possible Until conditions exist to allow these 
regulations to come out, the relevant sectors of the State 
Commission for Restructuring the Economic System and 
the State Council will issue “Opinions regarding organizing 
and establishing sharcholding expersments” and accompa- 
nying policy documents as basic reference materials for 
experiments everywhere They will be revised and reissued 
after they are in use for a while and submitted to the State 
Council for formal approval 


Enhance fundamental work such as propaganda and 
training. We have to organize and establish a group of 
state-approved accounting firms that adhere to interna- 
tional practices. Shareholding enterprises lack the most 
fundamental conditions for public issuance of stocks and a 
listed exchange when there is neither a full financial 
accounting system nor audits by reputable accounting firms. 
State-approved accounting firms must be held legally 
responsible for listed companies which they have audited 
and signed their names to 


Study ways to augment stock market mangement In the 
present situation, this mainly means resolving well two 


issues: one, preventing market control, and two, curbing 
insider trading. Together with the People’s Bank of China, 
the State Restructuring Commission 1s preparing to study 
effective measures to ensure the healthy development of the 
stock market and normal functioning of the stock exchange. 


Seize opportunities, create circumstances, divide into stages 
and experiment in steps. China's shareholding enterprises 
generally divide into four categones: One, shares held by 
corporations, two, shares held by workers within an enter- 
prise itself, three, public issuance of stocks which are not 
traded on the market, four, public issuance of stocks traded 
on the market. Each category has its own characteristics 
with corresponding prerequisites and conditions. In partic- 
ular, organizing. establishing. and experimenting with the 
third and fourth type involve great technical difficulties and 
may easily lead to social repercussions requiring compre- 
hensive consideration of actual conditions and real reform 
progress. They require orderly progress and adopting reli- 
able policies. Given present conditions and possibilities, 
enterprises should try mainly the first and second types of 
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shareholding Al presen capenments of the third type are 
fevirnted to Cuangdong Puyan and Maman Those of the 
fourth type are lmted to Shangha: and Sheashen Eater 
prises chewhere which have ieved to the pullin stacks that 
cat be traded of the market must be sinctly) controtied they 
can be pul of the ot Sheashen tack markets only 
with the al of the Stack Market Office of the State 
( owns! Shareholding ¢ wi ty 
shen should move ahead ma manner The 


z 


8 advantageous to (Chinas gammering the methods 
eapenence to develop a shareholding system as soon 
posible and |» even better guide the work at hand 


Macroeconom) Forecast, 1992-1994 
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== by Yurncheng (7806 6661 2052) Wang 

(3769 1108 GORE) An Wantu (1 44 800) 4195). 
and Wu Guofe (070) 0948 11) “Forecast of China's 
Macracconomy for 1992-1901") 


[Test] | Forecast of China's Macraeconomy for 199) 


1) Boonomec growth In 199) China entered its fourth 
coonomen cycle (short coosome cycle as measured by the 
Monthly cconomn indes) ence reform began According to 

thoms. the coonormen cycle will peak in late 1991 oF the 

half of 199) and economic growth will dow down 
conmderably om the scoond half of the year On the whole 
however the (hinese coonomy ell sll capenence fast 
growth in 199) The convenme of the | 4th National Pany 
Congress 1p the fourth quarter of 199). in particular, ell be 
a powerful boost to the coonomy possibly delaying the onset 
of the downturn m coonomie growth For the year a a 
whole GNP and national income are proyected to increaw 
) percent and 6 percent, respectively. the gross value of 
indusinal output (v level and above. in constant 1990 
prices) will reach 2.72 


of industry owned by the whole people and that 
hot owned by the whole people will increase 7 } percent and 
20 \ percent. respectively Total energy output will amount 
to 1.062.957.0089 tons, up 16 percent over 1991, while 
clectnc energy production will climb 9 | percent from the 
level a year ago to hit 724.184.000.000 kwh Energy shor. 
ages will case considerably 


2) Demand and prices As the Chinese coonomy grows. 
changes in demand will diwplay these charactenstics Fir. 
changes in consumption demand eill crercise an ever-rising 
elasticity on supply growth Households are the principal 
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tyme to come 2) Principal and interest payments constitute 





| 


of all government spending. a proportion which i capected 


a heavy burden In 199! such payments took up 7 ) percent 





1991. a figure not likely to change in a wagneficant way in 
1992. Given the current fiscal plight. the state « not ma 
thon and control in time may adversely affect: cconomn 


development in 199) |) When it comes to the umplemen- 


these tation of the monetary poly the central bank lacks 


correct the banks's weaknewes in macrocconomen regula 


the drive to improve the economn climate and rectify the 
problems have emerged in the past few years 4 failure to 


The only solution is to deregulate prices and cut subidies 

without delay 

3) Inadequate financial regulating and contro! capability 

The central bank was sct up in 198) Sence then a wealth of 
value The output = valuable capernence has been obtained through endies 

coonomic order in the last two or three years. at the same 

tome raising its stature all the while Be that as 1 may some 


lowed up 6 § percent of government spending in the first || 
months of 199) Barring mayor departmental reorganiza 
percent of government spending in the first || months of 
position to dole out moncy on thes scale om the long haul! 


to rise by 2 percentage ports to reach § percent or w in 
199) 3) Substantial admunistrative costs Such costs ewal- 


enter. menting the monctary policy The central bank played a 
out —s- crucial role in managing inflation in 1985S and | 988 and in 


of 
there 


i 
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in particular, review and practice im the arcas of improving macrocco- 
IS i percent. nomic regulating and contro! mechanims and imple. 


Inventones have been 
According to a 
nation industrial 
and October 199! 
& percentage 
October. 
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. 98.021,000, 
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apparent ai the baal as well as central lewel Lowal govern 
Mente will te forced fy coality to make each a chotwe | 


“trangular deh protien ln conjunction with enterprie 


alee ompron: Proved they become marketonented and 
Changer (herve hanes they ell he able to work then way 
owl of ther current phg@it, ) The spectacular eapanwon of 
terenetip and town enterprrees i the therd engine that will 
beep the cconom, fowrwhing 


The following peopl: took part in research and discusmon 
relating Wo this report Zong Karyuan (1190 70900997), Pan 
Wenhw: (400 S49 ssahy You Nungdow (1429 677) 
Soest Gao hanhong (7999 0494 5725). Xu joore 
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cconomn development According to preliminary satrtics 
the grow domesin product wm 199! was 56.17 billion yuan 
wp 7 S percent over the previous year (calculated im terms of 
comparable prom. the wame apphes for the following satin 
tees) and the natronal moome 4) 5) bilhon yuan up 7) 
percent lndustnal production continued to merease and 
economn cfficreacy improved womewhat The rural 
cconom, devcloped om an all-around way and a bumper 
harvest eas reaped in grain again Markets enyoved brik 
buying and wiling and the mare of mcreaw of retail 
proces was controfied within the target Investment in fiaed 
avects went up by) 2 reasonable margin and bey propects 
were built outstandingly The wale of opening was 
eipanded continuously and a record high was wt in oth 
tatvon of foreign caprial and in tounsm Banking and the 
credit wtuation eas gond and financial revenues increased 
steadily Vanous «xia! undertakings alo erinewed grat 
fying results 

1. tedeetry 
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idusirial enterpriwes thal crete independonl a coming 
m the munupality was 46.480 yuan Om tone of the 
consiant prices of 1990) up 59 percent over the prev res 


’ om eas 24 WH) 
toms of dandard coal down #) perent from the prey eous 
year the moome carned from wiles by the emterpriees 
covered by Pro icial was 7)? tulhen year 
46 the profits achieved by wich cnicrprees eae 
! 


wp i 

26? yuan up? ' percent and the profits detys cred 
by wach to the state if the form of tat Pay recent 
was 5015 yuan. up 10) percent The nummer of 
enterprises running at a low decreased hy 4 | perce from 


year. and the volute of defwot 
The turnover period of the facd 
was |) days shorter then thal om the 
funds ted up h) finwhed products 
the profit, and tas yrekdonge rate of 
Percent and the profit. and (an yeckdene 
| percent Quality contro! eas etrengeth 
fate of the quality of ondwetrea! 
was again enhanced over that of (he prev rome pear 
by local industrial department. va 4 
commidities wampled met quality 
the $) vaneties of domestically wobd 
that met quality tandard was 
than the national lewel of 8 
of the previows wear In the 
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national apprarsal of quality products )4 vancoe of prod 

od my my won the state gold and wive: Prive. 
five gold medal products and |! wiver medal 

products yy Be municipality om the ranks of the 

fation + beet on the number of medal 

In 1991. the munscepality achieved good rewlhs on tee 

oping nee indusinal products In the entire scar ouetne 


the muniipalrt: developed > * 5 
8 conuderatic number of & hy fh 
sonal leve! of filed gage om ‘he 
¥ developed © mer A(eY) . arerte 
nee devgns wWeviixatiom patterm and 
carting martr’ demands in © . 
value of nee product) wa, 7 MF ihon year 
19 4 percent of the total output vale 

enterprises and gencrating wom FOO mlm 

and 


tau 
in 1991 industrial production mcreawd weads) The hte 
wndusinal output value was 89.0! billhon yuan oe terme 


UHiBe 
a 


the constant prices of 1990. the wm apple to fh oo 
lowing Statistics). up |) S percent over the prevrow veer 
Eactuding the industries at or below theo llage coh 
total induvinal output valuc was "6 Millon use ‘ 
percent over the previous vear (MH the total indus ne) tp 
value of central induvine 6 raved ! ‘ 
percent. that of local industries |) percent thet of i 
whole people owned indutine 6° percent thet oo 
collective dustry 2 7) percent (of which the owtr , 
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wpe 
ments 
lity for 
ereuriag the iranstertal of faed-quota revenues to th clare 
eroowrng te heolageal transformation and an increas 16 
Property values and lhabing wages in enterprises with the. 
eoonome fesulte the policy on developing mee and hiph 
le beolagy companson of some poles toward Sooo 
foreg@n porn) centers and continous optimization of late: 
orpanvation and wmashing the “three roms Through thy 


made ace to the sate production pote and the 
marbet The asgned praduction targets of Wie 
products #hos praduction eas restricted of forced to vop 

eere teahred Th pre 


duction of energy 
tra’) prodect: for day eee continuously increased and mc 
the market demands The praduction of some duratic 
comsamer goad: for dah uw eas reduced under the infly 
ere of the martet 


The output of mayor rndustnal praducts eas as foftoes 
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in 199) the coonomy om the Beyeng shure continued to 
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S Transportation. Post. and | clecommenications 


Communications and transportation developed steadily and 
the pressure on transportation continued to be reheved 


|| percent, and that by civil arrtiners. 2 8&2 millon people. up 
W 6 percent 


Fairly rapid progress was achieved in post and telecommun) 
cations service, with the 199! business volume totaling | 567 
billion yuan (in terms of the constant prices of 1990). up 29 
percent over the previous year In 199! a total of 440 millon 
letters were delivered. up | percent over the previous year. 
980 millon copies of newspapers. penodicals. and magazines 
were issued up 7 percent. and 68 661 millon long-distance 
telephone calls were connected. up 536 percent At the end of 
1991. the capacity of telephone switchboards reached 
620,000 lines, 104,000 lines more than at the end of 1990. or 
an increase of 20 percent There were 393.000 local telephone 
subscribers, up 18 7 percent. berng the year with the highest 
increase in the number of telephone subscribers 


6 ( ommerce 
In 1991) the retail market continued to maintain the good 


retail sales was 35.78 billion yuan, 16.3) 
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municipality firmly refused to carry out local 
and allowed a great quantity of brand-name 
good quality and special commodities of other provinces and 
municipalities to enter Bering thus expanding the sources of 
commodities and making the suppl) och making the best 
year in history In 1991. the total value of commodities 
purchased was 450)’ billron yuan up |* percent over the 
previous year and the total value of commodities marketed 
was 48.58 billion yuan. up 164 percent. of which, the 
wholesale valuc of commodities was )) 7 Dillon yuan At the 
end of 1991. the total value of commodities in stock was 
13.49 bilhon yuan. up | percent 


The construction of the commercial network developed fur- 
ther At the end of 1991. there were | 12.000 commercial and 
service shops in the municipality 8.000 more than in the 
previous year. or an increase of 6 4 percent The transaction 
volume of country farrs and markets reached 158 bilhon 
yuan, up $! percent In the municipality. out of every 10,000 
people, 127 owned commercial or service shops. wa more 
than the figure of the previous year 


i 


Over recent years. commercial shops for vanous economic 
sectors developed in an all-around manner geving ne to a 
new pattern in which the publicly owned commercial shops 
played a dominant role as supplements to cooperative and 
individual shops In viewing the | 99! total retar! volume. the 
retail volume of the publicly owned shops accounted for $3 
percent. that of collective shops, 4} percent. that of coop 
erative shops. 0.7 percent. and that of individual shops, |! 
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price tevel for the cost of loung of worker during the year of the annual budget. eapendiures on funds for cultural 
row || 9 percent over the previous year educational and publ health work rose 19 percent 95 | 
7. Foreign Heonomic Relations and Trade and Touriym PIE Me 2 ee ne eae ome 
Foreign econemn relations and trade were continuously the potential of enterprises and for enterprise transformation 
developed and international towrem was the best in history was 580 milhon yuan. up | 5 percent, or 9! 4 percent of the 
The year 199! was the first year for our municipal foreign — annual budget All sorts of allowances totalled 44) bilhon 
trade specialived companies to implement the system of yuan during the year a decline of 80 millon yuan. showing a 
amuming responebility for ther own profits and lowes decline for two succeweive year 

During thes year our municipality continued to mamta a 

gor! trend in the development of foreign caport trade with By the end of 


+ 


the annual total value of foreign export trade reaching $1 | 
bilhon, an meres of $5 mulhon. or |) percent. over the 
previews year 


The entire munnipality continued to improve the investment 
environment for forngn busmnesmen during 199! actively 
and catensively abworhed foreign investment and made 
noticeable achievements in thes regard During the year we 
approved the establiwhment of 724 yout cooperative and 
foreign-funded enterprees an increase of 481) of 200 per. 
cent overt the previows year and concluded agreements 
involving $280 millon in foreign capital up 140 percent As 
of the end of 199) the entire municipality had approved 
1. $6! “yout cooperative and foreign-funded” enterprises. 
610 of which began buwness and went into production The 
annual total output value they created (current prices) 
reached 7 °S bilhon yuan. up $5 | percent over the previous 
year of whoch the total output value of industry reached 7) 64 
bilhon yuan up S4 | percent. accounting for |) } percent of 


totalling $138) mithon all wetteng all-tome records 


The most hestoncal record was eect in internatronal tounwn 
The munrcipality as a whole recerved | 1)! mulhon towrets 
from outede the territory approumately | 20.000 tournets 
over the record vear of 1988 an mncrease of 120.000 people 


successive years The financial revenue on | 99! reached 7 702 
bilhon vuan overtulfilling the annua! budget and showing an 
merease of 4.) percent over the prewous vear Of thn, the 
industrial and commercial tas revenue increased 9 | percent 
over the previous year and the revenue from industnal 
enterpries increased 4 percent over the previows vear 


The annual financial expenditures were 6 § bilhon yuan. 95 7 
percent of the annual budgct up ) 2 percent over the previous 
year (MW thes the capenditures on funds for urhan infrastruc. 
ture factivtees maintenance rowe by 9 ) percent 95 7 percent 


be deepened and e@reat gain were achieved in screntific 
and technological work As the primar) productive forces 
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tutes thus a postive role in catncating enterprises 
from difficulties areas completed the rewarch of 
9! advanced and applicable technolagees serving agriculture 
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Statin de ae eeieniaenesn ieee 
populanzation activities The number of athletes who jorned 
im year-long sports traning reached | 2 million 


11. The Peeple's | ivetibeod 
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According to the sample investigation data of urhan house. 


year. 
The coverage 


holds. the per capita living income reached 2 040 yuan a l4 ) 


which the 
Station 
of the Bening Television 


percent mecrease over |990 and a ) percent actual increase 


eactuding the factor of price hikes in living commodities The 
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it 


merease over 1990 and a 54 percent actual mecrease 
excluding the factor of price hikes 


Alt 


Stall 


The volume of bank savings deposits made by both urhan and 


health undertakings and = "ural areas increased on a large wale Ai the end of 199! the 
and rural residents con volume of savings deposits reached 29 85 billhon yuan. a 3! 7 


of 1991 there were 4.970 — percent increase over the figure at the begunning of the year 


Of thes volume that of deposits made by urban residents 


of which 525 were urban 
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labor costs are another important virength In addition |) 
nationalities live Nere | mique customs and beautiful natural 
“enery mean ample tourwm resource strength These wa 
superorities are the trump card of the regron the hub to link 
it together 


by separaic provinces and repons | 
yormed to increase the competitiveness of 
and avord a good deal of repeated cflorts 


Jot coordination can take many forms For cxample. 
mutual sharcholding coops producer conglomerates. or 
reprona! Cooperation hased on enterprises of centered around 
projects We must take a more positive attrtude and use 
flexrbte methods to cxapand areas for yornt coordination For 
crample further open inter-provincial and 1 
cooperation om terms of matenals goods and capital 

sh a group of key enterprise blocs directly planned by the 
state 


We must formulate and perfect laws and regulations to 


protect port cooperation and ensure true legal protection for 
the interests of all investors 


Question What should the key of regronal planning be with 
regard to natronal macroeconomn planning” 


Response Regional planning must be considered on a rather 
large «ale to resolve some general issues fettering economic 
development and promote the strengths of regrons as a whole 


First we must give overall consideration to regsonal trans- 
portation and communication networds. particularly con- 
struction of trunk tones Thes 1s the most pressing task for cach 
province and repon one they cannot accomplish alone 
Whether developing energy resources or raw matenals. or 
opening more to the outside world and developing tourrsm 
all require good transportation In my inspections throughout 
(tena | have drscovered a uniformity of opmmron across the 
beard on thes port in a manner of speaking. “build roads 
first +f you want to get mch ” The “roads” here os transporta- 
tron including open land and sea routes 


¢ J we must have overall planning for yornt development 

TRronal chergy resources and raw matenals industnes 

1 omvolve huge investments We must forcefully advocate 
interregooma, pount development among provinces and regrons 
to generate clectncity and run raw matenals indusines We 
must work according to commadity economy principles. use 
ccomomen regulatory levers organize comprehensively rarse 
funds from many sources. give outpul according to invest. 
ment shares encourage jomnt investments from within and 
without regrons as well as overseas. and accelerate the pace of 
energy resource and raw maternal development 


We must plan overall for to open to the outside world 
using vanous even more flexible methods sole proprietor 


Ships jornt ventures international leasing. processing of chent 
supphed matenals and compensatory trade Expand imports 
and cxports and international cooperation. im particular. 


ECONOMIC ‘1 


siress border (rade as an important task Al the same time we 
must enhance introductions inland from abroad. simulta. 
neously establish externally onented enterprises under \ar 
vous forms of ownership. and capand labor caports 


Whether formulating or implementing regional plans we 
must bring into full play the mmitiative of both the central 
government and regions and consider implementation poss: 
bilties and conditions Haste makes waste if we disregard 
conditions Of course. we must all the more actively prepare 
and create conditions to carry on China's economic construc: 
tron. As Comrade Deng Xiaoping says Go fast if you can 


SMALL-SCALE ENTERPRISES 


oe 


VIC EOS444 Chongqing GAIGE (REFORM) in Chinese 
No 3, 20 May 92 pp 129-135 


[Article by Chen Narmung (7115 0035 6821). Xu Huoping 
($171 0795 1627), and Wang Yanzhong (1769 1693 0022) 
“Township Industries as Engine of National Industrializa- 
tion} 


[Excerpts] 
| Speed up the transformation of China's industrial structure 


[Passages omitted}in the first ¥0 years of its cxrstence. new 
China followed the traditional path of national industraliza- 
tion emphasizing compulsory accumulation and the heavy 
and chemical industries As a result it succeeded in putting 
together a rather comprehensive lineup of industries and 
elevated the stature of industry .» the national economy A! 
this. however. came with a price agricultural backwardness 
stunted growth in basic and light industries. and other deep 
seated structural imbalances During that penod industry 
accounted for a growing share of the gross value of industna! 
and agricultural output, nsing from 43 | percent in 1952 to 
75.2 percent in 1978, with heavy industry making up a rising 
share of all industrial outpui value. from 45 $5 percent to 
$6.01 percent Nevertheless. the level! of industralization 
remained very low because of the three mayor sethacks in 
input-output between industries and between the city and the 
countryside. the absence of a market for light industry. the 
low level of urbanization. backward technological conditions 
m agncultural production. low agricultural productivity 
widespread poverty among peasants and weak links with the 
world economy 


Since China embarked on reform and opened itself to the 
outside world. its economy has entered a penod of spectac. 
ular growth and rapid industrnalization During this period 
the development of township and town enterprises has not 
only changed China's entire economic structure but also 
powerfully expedited the transformation of the country s 
industnal structure. spurring China's shift from an agricul 
tural-industnal nation to an industral-agricultural one The 
contribution of township and town enterprises to this change 
1s enormous 


First, then, output value has risen proportionally and the 
structural change 1s sinking In 1980) township and town 
enterprises accounted for 10 3 percent of the nation’s gross 
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jive of rodustral output, By 1990. the figure had jumped to 
/4 66 percent, almost equivalent to the country's total indus- 
inal output in 1983 


Second. (here has been a diversification of investors as well as 
an increase in total investment volume. In 1984, the fixed 
assets of township and town en were worth 45 4) 
milon yuan By 1990. the value had climbed 3.2 fold to 
190 7) bilhon yuan 


Third sncreaseng and substituteng for market supply. The 
dovclopment of township and town enterprises has increased 


market supplies 


Fourth :ncreasing market capacity. The nse of township and 
iowr enterprises has stimulated the development and restruc- 
junng of urban industry by boosting demand. In 1990, raw 
coal consumption by township and town enterprises 
accounted for 14.28 percent of Chona’s total raw coal output 
for that year coke, 14.78 percent, petrol, 11.13 percent, 
diese! 1855 percent, and electric power, 10.22 percent. In 
addsbon. township and town enterprises rely on urban 


‘ndustry to supply large quantities of equipment, among 
other things 


hiith townshyp and town enterprises have upgraded them- 
wives structurally. In the early days, township and town 
enterprises were involved in the processing of agricultural 
»ypraducts and the making and repair of mineral products 
and farm tools. Over tome, however, they have shifted to 
‘evile and machine manufacturing, with some taking the first 
teps into the high-tech field 


south expanding exports and opening up the international 
market In 1980 township industnes almost had no exports. 
in 1990. they exported 48.56 billhon yuan worth of merchan- 
dise 21) percent of the nation’s total exports. 


Tho nest decade 1s a critical penod on the development of the 
(hinese economy By the year 2000 the entire population will 
have achreved a relatively comfortable standard of living. In 
the course of this transformation, township industnes will 
play an even more significant role im the economy, making 
even bigger contmbution and grving industry a new look. 


What really impedes industnalization and modernization in 
(hina is the countryside Without developing township 
‘ndustnes and modernizing the countryside, there 1s no way 
( hina can achveve a relatively comfortable standard of living 
for its people and accomplishing industnalization. Even as 
we energetically support and encourage the development of 
township enterprises, therefore, we must rethink the struc- 
‘ural mer of township industnes, instead of confining them to 
‘he processing of agncultural byproducts and expecting them 
to merely provide services to the agncultural sector. The 
structural convergence between urban industry and rural 
oduste, also must be reexamined. In some ways, such a 
convergence 1s hoth inevitable and rational and must be 
recognized as such if we are to work out a correct response. 


important Means To Increase the Rate of Industral 


Partecipation 


fo increase the rate of mmdustmal participation means 
increasing the share of the socal labor force that 1s engaged in 
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industry. It 1s a key barometer of the extent of industraliza- 
tion and is in effect tied bi with the transter of agricultural 
manpower in the course of indusinalization And the devel- 
opment of township industries has become a major vehicle 
for the de-agriculturalization of the labor force 


The transfer of agricultural manpower is a key problem facing 
developing nations. The proportion of its agricultural popu- 
lation is leading indicator of a nation’s level of social and 
economic development. Since the 1980's, agricultural popu- 
lation has accounted for just 2 to 10 percent of the population 
of some developed nations, but between 40 and 60 percent in 
the case of developing nations. In contrast, China tops the 
world in the size of its agricultural population. both abso- 
lutely and relatively China's huge population base and its 
steady growth constitute an ample labor resource bul also 
complicates the transfer of rural manpower The urban-rural 
schism and the course of state industnalization in which 
capital replaces labor have diminished the ability to provide 
jobs. The upshot ts that large numbers of surplus rural 
workers are crowded on small plot of land for years, widening 
the gap between an cnormous population and meager land 
resources. 


China's own practical expenence in industnalization shows 
that the traditional road to socialist industnalization does not 
work. China embarked on industrialization from a low eco- 
nomic base Because of its vasi peasant population, there 1s a 
gap between the number of nonagricultural yobs available and 
the magnitude of the agricultural labor force that needs to be 
transferred. Hence the slow pace of such transfer Further- 
more, China has very limited land resources. As agricultural 
mechanization increases steadily cven as the population 
continues to rise, the surplus rural labor force will become 
larger and larger. In the 29 years before 1949 and 1978, the 
ratio between the nation’s agricultural output value and 
industrial output value fell from 7:3 to 2.87.2. In 1949, the 
rural labor force made up 88 percent of the nation’s total 
labor force. By 1978, its share had dropped |! 7 percentage 
points only to 76.3 percent, a mere 0.45 percentage pornt 
annually on the average Absolutely speaking. the rural labor 
force rose from 180 million in 1952 to 310 million in 1978, of 
whom only 28 million were engaged in nonagricultural occu- 
pations, a mere 9.3 percent of the total rural social labor 
force. It 1s the development of township and town enterprises 
that first began to transform this state of affairs Between 
1978 and 1989, employment in township and town enter- 
prises rose from 17,344,000 to 56,241 000. If we add employ- 
ment in other areas of township and town enterprises, the 
total number of employees would be 93,669,000, a 2 3-fold 
increase, almost equal to the number of workers in all units 
owned by the whole people that year, 22.9 percent of the 
entire rural labor force and about half of the surplus rural 
labor force [passages omitted] 


In the next 10 years township and town enterprises may 
provide 5 million additional jobs each year despite msing 
investment in the organic component of township and town 
enterprises and a slackening pace of development. If that 
really comes to pass. the employment of township and town 
enterprises will reach 150 million or so by the year 2000, 
between 20 and 25 percent of all employment in society and 











Hy then the rural will be 900 millon. including an 
agricultural of 400 million, lew than 50 percent of 
the entire rural , and about WO) percent of the 
nation's total . The share of the rural 
nonagricultural sector and its will give the 
nations population siructure employment siructure a 


Zhongguo Caiying 
Chubanshe. 1986. p 57) (Footnote |) The level of urbaniza- 
tron 19 a nation 1s a measure of the degree of 11s economic and 


China Staustical Yearbook, 1991) 


Relative to its level of economic development, China is 
lagging in urbanization 1 1s true that Chinese cities them- 
selves are quite backward, but the “economic dualism” 
between the city and the countryside remains siriking The 

syn- 
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s) 
of the population continue to live on fural areas. We must 
raise the level of urbanization steadily even A 4. 


economn dualiem between the city and the 

peamenatien ho Gonapeet Ge aap Hh urben. 
vation in ( reaches 90 percent by the end of the century, 
projected to be the world’s a urbanization rate by that 
time its urban population will be 650 million, a 
national population of | } billion im 2000, almost 350 
more than on 1990. about 250 mullhon of whom needs to be 


*= 


population structure necessary for 
tion ) The only way we can meet this goal 8 to make the most 
of township and town enterprises 


urbanization worldwide is universal, but 
(| ways of achveving urbanization In 
China. the existing cities and metropolises are already 
laboring under so population and economic pressures 
that they can po longer accommodate rural migration on any 
ificant scale The only option open to us is to 
oul effort to develop small towns even as we 
small. and medium wed cites as appropnate 
development of township and town enterprises and 
eration of the construction of small towns, we can 
urban system unique to China that 1s centered on a 
that features a network of small. and medwm-suzed 
and that 1s blanketed by small towns There are almost 
county towns and close to 70,000 townships in China. If 
county town increases its population by $0,000 
between them they can accommodate 100 million 
the 70.000 townships in China, if 15,000 can develop 


pt rh yt yp 4 
that will take care of another 150 mi people a 


realistic and effective way to increase the extent of urbaniza- 
tron in the nation 


The buriding of small towns 1s also what the further develop- 
ment of township and town enterprises requires. By concen- 
trating township and town enterprises in small towns, not 
only wer ray rrr) * 


The law govern 
there may be di 
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vishzation of labor resources 
town enterprises will have a ined work force of 150 
million people by the vear 2000. we are actually talking about 
0) million people or so if ther family members are included. 
Suppose 80 percent of them or 250 millon can be concen- 
trated in small towns A “critical mass” effect will then come 


will be put to full use. new rural indusines will be fostered, 
and the transformation of the rural industnal structure will be 
expedited 


The development of township and town enterpnses makes 
possible the construction of small towns even as it places 
demands on it In the past decade, and town 


enterprises have invested heavily to develop small towns. Of 
all investments by township and town enterprises in aid of a 
variety of projects in the countryside, about 50 percent are 
estimated to have been spent on the construction of small 
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towne If that was the case. township and town enterprises 
invested over 20 bilhon yuan in such construction during the 
Seventh Five Year Plan alone. money that has gone some way 
toward meeting the needs of small towns in road 

bon, water supply and , and the planting of 


reese 111 5.000 townships can be 
with 10.000 people each by the end 


eS ee Ce Sa ae 
for eliminating urban-rural differences—will have 


larect) accomplished 
4 Mating Agncultural Production More Intensive 


[passages omitted) Intensive agriculture necessarily requires 
more investment in agriculture It requires the application of 
«rence and technology and the use of advanced equipment 
ona large scale It also demands that the organi component 
of agricultural funds be raned In some developed nations 


assets has 
ee ee oe eee 
equipped with than his 


was $98,000, compared to 


ture for mvestiment i very limited. In the 10 years 
1978 a highly centralized planning 
rural divide combined to limit the movement of capital goods 
between ihe city and the countryside An enormous amount 


: cy. . hut 
she pepl dns ayy pt + gyia p+ 
urban. 


national income averaged 155 millon yuan after deducting 
state investment, or at a rate of 18.2 percent (net outflow as a 
percentage of national income ) (Footnote 6) (“Studies on 
Distribution Relations between the State and the Peasant.” 
by Cong An Ni Su Ming [1783 1344 1200 5685 2494), 
7hongguo Nongye Jingy Chubanshe, 199! No 8.) 


After China embarked on reform and the open policy. 
adjusting the prces of industnal and agricultural products. 
capital goods began to travel between 


z 
3 
2 
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agniculture, investment 

contrast to the past when agriculture was a net contributor of 

funds to industnalization The change has been effected in 
town 
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anding and supporting ure amounted to 2) bilhon 
yuan in the Seventh Five Vear Plan alone. more if investment 


im the Sith Five Year Plan i included Third, peasants 


of township and town enterprises nationwide in 1990 alone 
raiwe 


As and town enterprises continuc to grow in the 
neat decade. they would be even bettcr able to mnvest in the 
countryside directly and indirectly and the actual volume of 
investment also would go up Direct and indirect investment 
im agriculture under the industry in ard of agriculture plan 
and through other channels may double to become a rehable 
funding source to bring about intensive agriculture 


seve intensive agriculture we also need to open up a 
market On the supply vide township and town enter. 
provide agricultural production with a large quantity of 
ural machinery. chemical fertilizers. pesticides. 
fuels and energy as well as small and medium wzed 
tools, making posible an improvement in the instru. 
labor and the level of technology in agriculture and 
maternal preconditions for intensive agriculture In 
township and town enterprises nationwide had a com- 
clectnc energy output of 13.51 billion kilowatt-hours. 
equivalent to 16 percent of the total electric energy consump. 
tron by agriculture that year In 1989. township and town 
enterprises had a combined coal output of 480 milhon tons, 
equivalent to 16 times the combined coal consumption of the 
agricultural. forestry. anima! husbandry fishery sectors as 
well as the irngation industry for that year in 1990 township 
and town enterprises had a combined chemical feruhzer 
output of 444.300 standard tons. equal to the total amount of 
chemical fertilizer consumed nationwide im the 1950's 


Hite 


[7 


sibility for the repair and marntenance of all agricultural 
machinery In 1990. the enterprises turned out 842 millon 
pieces of small- and medium-sized farm tools. one for every 
man. woman, and child in the countryside The enterprises’ 
maternal supplies to agriculture are playing an increasingly 
essential role in spurring the shift of traditional agnculture 
toward intensive agriculture On the demand side. the devel- 
opment of township and town enterprises has opened up the 
market for agncultural byproducts and demands that agricul- 
tural production continuc to increase to provide them with 
even more agricultural byproducts At both the supply end 
and the demand end. township and town enterprises stimu- 
late the specialization. coordination. and socialization of 
agricultural production and cxpedite the opening up of an 
agriculture sector that used to be closed Accordingly, it 
imperative that our policies on township and town enter- 
prises be consistent and stable Under no corcumstances are 
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the ownenhip from the operation night of grasslands and 
Pastures do fot Range ther collective ownenhp but only 
transter the ght of operation to the Rerdamen Moreover 
hased of the characteretns that liwestack are both labor 
otyects and more importantly labor resulta a policy 0 
worked out under which liwestack are turned over to howe 
holds at feed prices and livestock are owned and raned by 
households and the night to control the final results 1m given 
to the herdemen The dual contract for grass and livestock” 


hewlation of wavering ahowt « lt «@ @ prerequiite for 
to further omprove the management system whereby unified 


should be fully utr red to wet up collective enterpriaes. such as 
emall pastures wmall forest farms mall animal by praducts 
Processing enicrprises and mining and burlding matenals 
indusines to imcrease rncome from unrfied operations ft i 
fecewaary to manage and uw well cursteng collective proper 
tes Hts necewary to keep under unified control vanous 
funds such as money realired from the wiles of asacts at freed 
proes. Mone, retamned from profits and contract fees as well 
as the crrsteng bas installation. equipment and other 
Properties and to bring into play ther role on running social 
wervice undertatings The method of setting up collective 
capital accounts at the gaza (village) lewel placing them under 
unified waper ron and control by sume (township) collec 
tive Properties committee which has been put 
mmto effect onl lan Sumu | rad Middic Banner has been 
quite wccewtul ond can te weed for reference m other 
hecalitres 


Second erth the development of madernmization of animal 
hushandry operation on a family hase by herdsmen hows. 
holds el! have more and prevwing demands for scaled 
services Various lacalities should proceed from practical 
wiuationm: fully develop the service function of smu and 
e274 COOPrTative coonOmnH Offanizatioms wrvice organiza 
thoms run by herdemen themertves of jpornth eth other 
people the date cconomn and technical departments and 
various servicing cconome entities In recent years some 
stack raring hanner have regarded sirengthening the animal 
husbandry wrvece eyetem as «2 focal port m deepening 
reform in pastoral areas and vanous levels of governments 
and depariments have made concerted efforts in manage 
ment mobilized the imitative of various aspects and initially 
developed a livestock improvement and epdemn prevention 
service system. a feed gras and feed stuffs growing and 
Processing service system and an animal by-products pur 
chasing and marteting service system They have provided 


circulation in equally important places and regard stime 
lating animal hushandry circulation and buding up and 
nurturing the socialist market system in pastoral areas ay 
Major sirategi events It 1 meceNary to carry owt 1m accor 
dance with the principle of combining planned economy with 
market regulation the purchase and wiles policy in which 
planned purchase and free operation are integrated relay 
proces of animal by-products and build up an animal by 
praducts circulation system with multipic channels tcvels 
and sectors but fewer links Supply and marketing Coopers 
tives. foreign trade and food departments at varvows bevels 
should fully use the supenornty of abundant funds and larger 
numbers of shops over an catenwwe area They should 
strengthen operation and management actively parth ipate in 
the purchase of animal by products mate great efforts to 
transport indusinal goods to the countryede and continur 
developing the of state-owned and cooperative com 


herdsmen collective ownership and truly form ecomomy 
imterest communities ith the herdsmen fo necewarn to 
encourage processing enterprises inude and outude [he 
fegron to wt up rae matenals production haves in pastoral 
areas. and to encourage indusinal enterprises to have direc! 
exchanges with pastoral areas We favor sting up a syetem 
imtegrating anima! hushandry industry and commen c and 
combining production supply and martet with trading and 
commercial departments serving as the dragon head proatu: 
tron places of animal by-products as the dragon ‘ar and 
processing enterprises as the dragon hady In recent years the 
three crrculation enterprises in our regron 6 Ar Hogin Banner 
namely the supply and marketing cooperative food oom 
pany and industry-trading company have wt up a sore of 
processing systems of meat wool and icather and «ith 
and animal hushandr) supplementing ca 

they have effectively solved the problem of difficulties 
mproved th 


praduction and yielded very goad ccoonomn result. in 
addition to also necessary to organize periodically oF 
nonpenadically country fairs of animal by products ope: ia! 
wed wholesale martets in marie! towns with (he ne ean 
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conditions. and in traditional animal by products collecting that has restricted the production and development of anima! 
and distributing towns and lownships to capand collection husbandry fora long ime The building of the grass industry 
and distribution of animal by products and speed up ther should be vn line with local conditions and be given guidance 
errculation Hi - to mobilize and organize forces according to different swiuations In areas where natural 
from various i) cifulaben fo conditions are good. emphasis should be laid on enclosures 
build warehouses and other infrastructure facilities and eae, PREY Eas Gee CES 
engage in transportation wiles and prow coving up the buriding of grass cutting and storage centers in 
and desert areas. attention should be paid to burlding artifi 
TT SS See eae Tare and in 
where sources _ stress should ton 
Productive forces are fundamental factor that determine = hyAy+ --—4) + x4 —-4°- ‘ 
social development To build new socialist pastoral arcay with cflorts should be made in developing grass and ne 
Ohunese characteristics 11 9 necessary to pul improvement of siufl processing industnes. promoting popularizing green 
praduction level in pastoral areas in a prominent place and and stored forage and ammoniated forage and giving full 
erasp 11 as a central link play to the economic performance of existing resources of 
Flr. & w enssuanry to vigaroushy step wp the consirection of forage grass and feeding suff 
grass industry in pastoral arcas Is the foothold 49d 15 go in for grass industry. protection, management. and 
growing pornt for developing productive forces in pastoral — crentfic utilization of grasslands should also be stressed It 1s 
areas. and realizing modernization of animal husbandry The necessary to continue the “Grasslands Law” 
reproduction process of animal hushandr is the unity of and “Regulations on Managing (irasslands and truly bring 
botanical and roologycal reproduction proceswes —_ grass the and protection of grasslands into the orbit of 
ee ee Same nly when rule by law Indiscriminate reclamation reckless digging. 
ee ee ae careless harrowing. denudation. and other behavior 
the amount of grass can we increase the amount of livestock. destroying grasslands should resolutely be dealt with 
therefore. grass is the foundation of animal husbandry Al according to the law Effective measures should also be taken 


| 


of industry in pastoral areas 1s 
need for developing animal hushandry 
countnes that have realired moderniza 
husbandry, China's gap lies mainly in grass 
mdustry To reahze the transformation of livestock breeding 
from rehance on the heavens to rehance on construction itis 
necemary to industry construction at the strategic 
developing animal husbandry contro! the senous 
_ desertification and alkalization of 
pests. and overcome the contradiction 
re 504 milhon mu of 
natural grasslands in Aohan Banner and duc to irrational 


tome the great majority of grasslands 
: ) Annaler and salinized and moving 
some areas Since the Third 


n 
lith CPC Central Commuttee. the 
actively developed artificial grasslands. 
large areas of grass by airplane and have brought 

dunes and grasslands that have degenerated and 
turned sandy under overall contro! Now the total acreage of 
artifical and aircraft planting amounts to over | § million mu 
mm the banner. with an annual output of 11) million kg of fine 
ee ee 
over head of livestock in the banner and changed the 
passive situation of relying on the heavens to rane stock The 
method of running family pastures and building grass cnclo 
sures in Uaen Banner, which coordinates water conservation 
grass. forestry, machinery and feeding stuffs 1s also an 
important way to develop the grass industry This banners 
natural conditions are worse and the degree of grasslands and 
pastures turning sandy are even more serious than that in 
Aohan Banner In the 1980's, with the contro! of sands and 
buslding of grasslands as prerequisites for devcloping animal 
husbandry. Ux Banner succeeded in buriding | 6.800 grass 
enclosures and |. 44 family-run pastures. thus basically over. 
coming the mayor contradiction between livestock and grass 








{ 


animal husbandry in the region also shows that to develop 
animal husbandry. 11 1s necessary to rely first on policies and 
second on scrence and technology If the rapid development 
of the regson’s animal husbandry in the 1980's was guided by 
correct policies, then in the 1990's and in the future. animal 
husbandry and economy in pastoral areas must mount new 
steps Apart from further developing the might of policies. it 
18 Necessary to rely on advanced science and technology and 
screntific operation and management To realize the growth 
of anmal husbandry by science and technology. the key 15 to 
speed up the popularization of suitable scientific and techno- 
logical results and improve the herdsmen’s scientific and 
technological and cultural qualities The cxample of Bayan 
Hobor Sumu, Dong Ujmain Banner. can well explain the 
matter In 1983, of the 788 herdsmen aged | 3-40. more than 
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2%) were iterate Later, vigorous efforts were made in 
populaning scentitk and technological knowledge and 
raring the herdsmen s educational level and great progress 
was made The township became a sumu without ilierates. 
succeeded 19 (raring a group of pastoral technicians capable 
of mastering some few technological know-how, and 

wally promoted the growth of production for animal hus 
bandry In |990 the total income from animal husbandry in 
that sume was 54 milion yuan, and the herdemen’s net 
imoome increased from 227 yuan on 1979 to 3,050 yuan per 
capita’ There ts fo poverty-stricken family among the 
herdsmen 


Third make vigorous efforts on burkding the infrastructure in 
pastoral areas and cohance the potential for animal hus- 
handry s future development Shortage of energy. poor trans- 
portation facihities and backward telecommunications are 
several mayor factors presently restricting the economic con- 
struction. social progress, and development of productive 
forces in pastoral areas For instance. a small number of 
hanners and counties in pastoral areas still do not have 
clectnenty and some banners and counties and most of the 
sumu and townships can only rely on diesel ot! to generate 
electricity, small in energy and at high cost, directly affecting 
the residents: livchihoods in these towns and townships. and 
resincting the devclopment of secondary and tertiary indus- 
tries In regard to energy construction in pastoral areas. it 1s 
necessary both to step up the burlding of the power transmis- 
sion network and substations according to plan. and also pay 
attention to fully utilizing the pastoral areas’ mch natural 
energy resources Speed up the development and utilization 
of wind and solar energy and strive to ensure that over 80 
percent of the sumu have clectrncity by the end of the century 
Plus the utilization of such new energy as wind and solar 
energy. over 95 percent of the herdsmen households can 
enjoy electricity Moreover, smportance should be attached to 
the construction of communications and telecommunications 
in pastoral areas Efforts should be made to complete the 
mayor highway lines in pastoral areas during the Enghth 
Five Year Plan penod, and multiple forms of communica- 
trons operations should be promoted Step up highway con- 
struction in sumu and gaza in the forms of operations by the 
state. the collective. by herdsmen with government subsidies. 
by herdsmen jointly with other people. or by herdsmen 
themselves Efforts should be made to ensure that by 2000 all 
townships arc linked by highways. and there will be roads 
linking with the mayornt) of villages. facilitating passenger 
and cargo transportation in pastoral areas It 1s also necessary 
to swlve as soon as possible the problems of postal and 
telephone services in pastoral areas and overcome difficulties 
in radio and television broadcasts. We should do all we can to 
ensure that by 2000. broadcast and television coverage will be 
up to over 90 percent 


“Suffering from drought ome out of 10 years” and water 
shortages are mayor factors restricting animal husbandry and 
the pastoral arcas cconomn development. Water conser- 
vancy occupies an catremely prominent place in the capital 
construction of pastoral areas. and we must concentrate all 
our forces to fight a war of emancipation in water conser- 
vancy Water conservancy in pastoral areas not only serves 
animal hushandry and what is even more important. it serves 
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indusines in pastoral afeas, town and township contruction 
and the whole waniety Therefore, water conservancy 1 9 
only the lifeblood of animal husbandry bul alse the Hiebloo 
and foundation industry of the national ecomomy aya ehow 
in pastoral areas In the economic consiruction 69 Pastore! 
areas, water conservancy should be the industry for mayo 
and leading development and in planning ond arrangements 
preferential investment measures should be laken toward 
water conservancy like energy and communications Ip wate 
conservancy investments, we should likewise pay allontion to 
input and output. to depreciation cost. and profits. step up 
operation and management and gradually build up an oper 
ation and management system of water conservan fivcd 
assets centering around performance In water conservan 
CONSIFUCTION, Il 1S NeCesSary to rely on The strength of the 
broad masses of herdsmen. and to encourage and guide th 
to increase iNpul in water Conservancy CONMstfuction of plas 
lands and pastures 


Fourth, readjust the industrial structure of pastoral areas and 
gradually realize the transformation from the structure of 
single- product cconomy to multiple structures one mayor 
industry as the key link. several indusinies Complementing 
each other, and overall development A! present. the cco 
nomic structure in pastoral areas is of a single-product 
economy, and remains at a Stage of providing primary 
products. Such single-product indusinal structure and und: 
veloped social division of labor are the root cause for a tow 
level of social productive forces in pastoral areas IT herclon 
readjusting the pastoral areas industria! structure i th 
pressing requirement for building new socialist pastoral arcas 
It 1s necessary to start with developing secondary and tertian 
industries, such as mining, processing. and services to 
expand social division of labor and promote the devciop- 
ment of the commodity economy in pastoral arcas [ong 
Upmain Banner used to be engaged purely in animal bu 
bandry, and the orginal industrial foundation was ver, weak 
Since 1986. supported by animal husbandry the count, has 
successively invested over 46 million yuan to burld cxpand 
and transform || enterprises with animal-by products pro 
cessing industry as the key link After several years of cflorts 
they have now basically built up a processing system [or a 
series of animal by-products, such as leather fur milk mew 
bones, and blood, and have embarked on a road of promoting 
industry by animal husbandry. complementing animal 
bandry by industry. industry-animal husbandry integration 
and overall development. They have thus quickened th 
transformation of animal husbandry from natural economs 
to commodity economy. enhanced local economi strength 
and heightened the rate of financial self-support in !9%0 the 
banner’s income increased over four times compared with 
1985. of which 60 percent came from animal by-products 
processing and mining industries. and the rate of fans 
self-support increased from 29.8 percent in 19R4 to Toe 
percent in 1990 Urad Rear Banner was the most pore 
stricken place in Bayannur League in the past. and (hrough 
development and utilization of underground reo. 
local copper. sulphur, and iron mines. great chanecs ho 
taken place in its financial condition The capenencs of 
these two banners and counties show that to specd uy 
modernization of pastoral arcas, while paying attention to ih 





foundation industry of animal husbandry. 11 1s necessary to 
readjust the industnal structure in thn reaper we must 
carry out the principle of concerted efforts by the state, the 
collectives, and the individuals, base ourselves on yh 


yield quick results and high performance 


We believe that under the guidance of the spirit of the Exghth 
Plenary Sessvon of the | Wh CPC Central Commitice, with the 
intensive development of reforms in pastoral areas and the 
constant progress of various construction undertakings, a new 
situation will appear in animal husbandry and in the work in 
pastoral areas. the broad masses of the herdsmen will surely 
stride inte the 21st century with a new posture of unity. 
progress. civilization. and prosperity 


Minister on Agriculture, Rural Work 

VOC LO04904 Beyine NONGCUN GONGZUO 
TONGXUN (RURAL WORK NEWSLETTER) 
in Chinese No 3. S Mar 92 pp 67 


[Article by Liu Zhongy: (0491 0022 0001), vice minister of 
the State Planning Commission “Current Issues in Agnicul- 
ture and Rural Work") 


{Text} |. Am Assessment of China's Current Agricultural 
Situation 


As far as agricultural output and rural work were concerned. 
199! was an extraordinary year With the proper leadership 
of the CPC Central Committee and the State Council, we 
achieved encouraging agncultural development and reform 
successes. Despite having to fight natural disasters, we still 
reaped a record-setting bumper harvest for the second year in 
a row As to reform, we summed up our achievements and 
made improvements. which were reflected in a concentrated 
way in the “Recommendations” of the Seventh Plenary 
Session and the “Resolutions” of the Exghth Plenary Session 


In light of our successive years of bumper harvests and |991's 
bumper harvest despite natural disasters, how should we 
assess our basic agncultural situation? What level has our 
agricultural output actually reached” | would like to make the 
following pots |) China's agricultural base 1s generally 
somewhat stronger. our overall agricultural productive forces 
are definitely improved. and our basic production conditions 
and ability to resrst natural disasters are somewhat enhanced 
2) Our basic policy of the responsibility system, mainly the 
linking of remuneration to output by household. 1s stable The 
stability of our policy and public feeling 1s a very key factor in 
the good state of our agrculture and rural economy 3) Our 
understanding of the guiding policy that agnculture 1s our 
foundation 1s clearer and deeper Party committees and 
governments at all levels are contenuing to enhance their 
leadership of agriculture. and the concerned sectors have 
further reinforced the idea of serving agriculture. 4) Our 
bumper harvest in 1990 paved the way for 1991's agricultural 
growth In particular, the state has established a grain reserve 
system. which 1s a key maternal base and macroeconomic 
regulation and control measure 
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But at the same time, we must soberly face up to the facts that 
China's agricultural base 1s still fragile and not too stable, and 
that fluctuations still have a large impact on the 

situation We must absolutely not misunderstand 
1991's great bumper harvest despite huge natural disasters to 
mean that we have “solved” our agricultural problems 
China's agriculture is sll unable to withstand mayor set 
backs, and even less able to sustain successive years of 
fluctuation with no advance Our growing population and 
increasing public demand are making our agricultural bur- 
dens heavier year after year In tion, circulation and 
market problems are great agricultural limitations Our agn- 
cultural product markets are soft. our agricultural production 
economic efficiency 1s declining. and we are having difficulty 
maintaining the initiative and stability of our peasants and 
mayor producing areas These are new problems that have 
arisen as reform has developed 


China's reform and opening up to the outside world began in 
the rural areas Through a dozen years of reform and devel- 
opment, 900 million peasants have unwittingly entered a new 
commodity economy world While peasants used to be con- 
cerned only about production. with the more bumper har- 
vests of products the better, conditions are now as 
follows |) peasants have broken free from the self-su 

natural economy. 2) agricultural production involves a lot 
more initiative and independent decisionmaking power 4) 
our agricultural production level has improved sharply so 
that over 60 percent of our agricultural products have become 
commodities. 4) Based on production developments. peas- 
ants have begun to demand higher living standards and 
steadily increasing incomes This 1s confronting us with a new 
conflict. in which we must increase output and enhance our 
agricultural base. while creating an appropriate socio- 
economic environment for peasants who have become com- 
modity producers On one hand. we must ensure that peas- 
ants can sell the products they produce in order to protect 
their economic interests. On the other we must be good at 
guiding vast numbers of peasants to roughly gear their pro- 
duction to market demand. so that the valuc of the products 


they produce 1s publicly recognized These are the tasks that 
we are faced with 


Comrade Deng Xiaoping pointed out long ago that we must 
pay attention to the latest conditions. by studying and 
resolving the most current issues Our agriculture has entered 
a fresh state. in which we are encountering totally new 
conditions and issues. which must be resolved well From 
now on, we must take a full and positive imitative to 
forcefully implement the resolutions of the Exghth Plenary 
Session of the | Mth CPC Central Committee This will enable 
us to solve onc by one the new problems that crop up i our 
agricultural and rural economic development. and to perfect 
our operating forces step by step 


Il. On Stability and Improvement of Our Basic Rural 


The Eighth Plenary Session of the | 3th CPC Central Com- 
mittee fully and thoroughly set forth our basic rural policy It 
pointed out in particular that. as the responsibility system. 
mainly the linking of remuneration to output by household 
conforms to the current level of our agncultural productive 
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agricultural praduction to all-out development of our rural 
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buriding rural grass roots 
ship of the party As the CPC Central Committee 
Counc! have msued clear mstructioms im these 
special documents in some cases the agncultural 
take an active mitiative under the 
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Sichuan Plans Rural tconomic Development in 
Nineties 


Economic Development in the 1990's"| 


The general outline for Sichuan» rural cconomn de - 
ment in the 1990's should be to adhere to the base line of 
“one focus. two maim ports” rely on SAT. omprove our 
infrastructure develop our agriculture capand our industry. 
the development path of “combining agriculture 
and education cultivation with livestock ransing 
and agriculture with industry and com- 
of this 1s to gradually ennch our peasants 
that everyone throughout Sichuan’s rural 
well-off by the end of the century 
achieve this de 


i 
fi: 


; 
: 
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: 
i 
i 
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agriculture with industry production with circula- 
population contro! with intensive cultivation 


: 


the century Sichuan s overall food output 
million tons a year for over 400 kg of food 
an increased output of over 7? 4 millon tons 
1990 and our peasants per capita net income 
1,000 yuan a vear (ur population should be 
2 milhon with our rural population berg kept 
and our natural population growth rate 
29 percent Our overall cultivated area 
at 93 millon mu. with not less than 
cultivation and not less than 0 7S mu 
capita, which is the warning line for 
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ensuring the basic subsistence of our 100) million plus popu- 
lation Our township enterprise gross output value should 
reach |80 bilhon yuan 

Priority Breakthrough (ptions 


We should develop ¥ to 40 counties (citees) with annual 
GVIAO's [Gross Value of Industral and Agncultural Output) 
of more than 4 bilhon yuan and revenues of more than 100 
millon yuan a vear We should slant our polices toward 
mvestment. by appropriately increasing loans devolving a 
certain amount of macroeconomic regulation and control 
power and public fundrarsing authority and giving prefer. 
ences to SAT 


We should suit measures to local conditions by developing 40 
millon mu of basi farmland with high and stable yields. 
including the development of | millon mu of ton-per-mu 
grainfields and 10 million mu of ‘double-thousand fields.” 
— upgrading of 20 million mu of low. and medium-vield 


We should set up prorty multipurpose rural cconomic 
development zones in western castern and southern 
Sichuan. select a number of countics in the suburbs of 
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Chengdu and ( hongging the Sichuan basin. and hally inte: 
nor cones in which to develop high-yield, high-quality, com- 
mercially cflhoent multipurpose agricultural development 
rones. and develop small indusinal development cones in 
counties and some places of strategn importance 


Strategn Measares and ( countermeasures 


We should steadily improve the party s basi rural policy. by 
continuing to deepen rural cconomn reform We should 
stabilize the responsibility system. mainly that linking remu- 
feration to outpul by household by improving our dual 
operating system that combines centralization with decentral- 
vation We should build a better agncultural socialized 
service sysiem. by focusing on providing better service to 
SAT and agricultural product sales We should suit measures 
to local conditions. by establishing organs to manage and 
coordinate our agricultural socialized service And we should 
expand and increase our collective coonomic might, by con- 
screntiously and effectively lightening peasant burdens 


We should strengthen our agricultural base and enhance our 
development stamina by ensuring that our food output 
reaches new heights and vigorously developing a diversified 
coonomy We should set up agncultural development funds 
by classification and level. on order to improve our agricul- 
tural fund investment mechanism We should actively 
encourage peasants to take part in cooperative labor. in order 
to comsmentiously improve our long-range construction of 
water conservancy works and agricultural infrastructures: We 
should put quotas on the felling of trees for lumber, reduce 
umber consumption. and adhere to profitmaking forestry In 
our development of cash-crop forestry. such as fruit and 
silkworm mulberry trees. we must make quality our key 
priority And we must adopt special preferential policies to 
support the development of agricultural industnes, such as 
chemical fertilizer pesticides. agricultural plastic film. farm 
machinery and feed 


We must rely on SAT education to invigorate Sichuan’s rural 
economy We should enhance our agncultural SAT research. 
by organizing cooperative efforts to solve key problems. 
setting up technical structures with distinctive Sichuan rural 
economic development characterstics. and establishing and 
perfecting a multilevel) multi-component. and multi- 
functional agrotechnology popularization service system We 
must sharply increase our SAT input. by reinforcing our S&T 
populanzation organs And we must develop our rural edu- 
cation, im order to bring an overall improvement to the 
literacy and SAT levels of our peasants 


We should continue to bring into full play the advantages of 
our livestock industry focused on hograrsing. by increasing 
our commodity output of lean-meat hogs. and gradually 
establishing a multipurpose live bog | \\.sinal group. We 
should optimize our livestock and poultiy mix, by creating 
the conditions for the development of small household 
poultry. livestock. and herbivorous domestic animals, and 
speeding up our development of cattle. sheep. rabbits. 
poultry. and grasslands livestock industnes We should take 
active steps to develop and bring into full play our senculture 
and fishery advantages And we should develop a rational 
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overall structure. by setting up commodity bases for famous 
brand, specialty, high-quality, and new livestock products 


We should vigorously develop township enterprises. by estab- 
lishing in a step-by-step way rational mechanisms for their 
steady and coordinated development We must enhance our 
understanding and leadership. by making screntific plans. 
carrying out classified leadership, improving and adjusting 
our overall industrial structure. developing our SAT. 
Improving Our Management. and raising our We 
must continue to im, ko ment a special fixed assets investment 
policy, by cxapanding cal decissonmaking authority, practice 
a special fundraising and financing policy by increasing input 
through diversified channels. carry oul a special circulation 
policy, in order to invigorate township enterprise commodity 
circulation, and pul (mio effect a special economic coordina- 
tion policy. in order to develop cooperation among lateral 
economic alliances 


We must enforce population control. by establishing restraint 
forces. in order to effectively control our rural population 
growth We must improve our job skill education and man- 
agement service for the conversion of our rural workforce. by 
establishing conversion service departments level by level. in 
order to speed up our rural workforce conversion 


We must establish and perfect market forces, in order to 
invigorate agricultural product commodity circulation. by 
controlling or deregulating as necessary We must develop in 
a planned way agricultural product wholesale and futures 
markets. by improving our macroeconomic regulation and 
control measures, and developing our rural market system 
We must push forcefully ahead with rural circulation reform. 
by continuing to bring into full play the dominance of supply 
and marketing cooperatives and state-owned commerce. 
while actively supporting. encouraging. and guiding peasants 
to enter the field of circulation. and persisting in diversified 
circulation channels We must reinforce our circulation infra- 
structure, by establishing agricultural sideline product reserve 
funds. and sharply increasing agricultural sideline product 
processing. And we must take active and safe price reform 
steps. by gradually rationalizing our agricultural product 
price relations. and drawing up a flexible and rational agri- 
cultural product pricing policy. in order to ensure that 
Sichuan’s agricultural products can compete with those in 
their class throughout China 


Our war on poverty must be focused mainly on helping the 
poverty-stncken get wealthy. by adhering mostly to economic 
development, focusing on the “two stabilities.” and launching 
an assault to help the poor develop. We must continue to 
implement the vanous policies to help the poor develop that 
practice has proved to be effective. by practicing preferential 
policies and investment preferences for all of the 69 poor 
counties throughout Sichuan As to the 40 some counties that 
have escaped poverty. we must consolidate and expand our 
support successes, in order to keep them from falling back 
into powerty And as to the poor minority nationality counties 
in western Sichuan. we must provide pnonty personne!. 
financial, and maternal support. so that they can cast off their 
poverty and have plenty to cat and wear as quickly as 
possible 
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